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This notice should reach us about two 


In Coming 
Issues: 


OnrE of the favorite cries of the 
anti-utility minded politician has been 
that “utility company capitalizations 
are full of water,” and that utility 
practice is replete with property 
write-ups. Is there any truth in 
such changes? If so, how much? 
A great deal will doubtless be heard 
of such matters in the months ahead, 
and it is of the utmost importance 
to holders of public utility company 
securities to know just where he 
stands. An analysis of the situa- 
tion is now being prepared, 


Current prospects for most of 
the better metal stocks are favor- 
able, and prices for such issues re- 
flect to considerable degree the im- 
provement that is expected in the 
future. One stock, however, appears 
quite reasonably priced, at recent 
levels, on the basis of what the com- 
pany is already showing. A _ sub- 
stantial dividend is paid, which 
affords a satisfactory yield, recent 
figures showed the dividend require- 
ment covered by an adequate margin. 
But should the stock be bought or 
sold? 


Tue heavy equipment industry as 
a whole is not yet operating profit- 
ably and indications are that most of 
its improvement still lies ahead of it. 
One important unit was able almost 
to break even in the quarter just 
passed, and the amount of business 
now on hand, together with general 
prospects for the future, suggest 
that actual earnings are not too 
remotely removed. At little more 
than its low for the year, the stock 
does not appear to be discounting 
the improvement that is indicated 
for the future, 
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PRICE SALE 
of FINANCIAL BOOKS 


The following books are offered to you at one half of publishers’ prices, or 
considerably less than normal wholesale prices to us and to retail book 
dealers. You simply get the benefit of some unusual book bargains on 
surplus stocks which we picked up during recent weeks. We can’t promise 
exactly how long the half-price sale will last, because we cannot possibly 
duplicate these bargain prices when present limited supply is exhausted. 
We reserve the right to refund any remittance received after the bargain 
books are all sold out. 


$2 Book for $1.00! 


“COMPLETE BOND BOOK” 


June, 1934, edition—256 pages—ratings and statistics on 4,800 bond 
issues. Shows ratios of annual earnings to interest requirements for 1930, 
1931, 1932 and 1933. As a guide for investors in both stocks and bonds 
this book is invaluable. Regular price $2.00—closing out price only $1.00 
postpaid. Less than 200 copies left. 


$3 Book for $1.50! 


“THE COMMON SENSE OF MONEY AND INVESTMENTS” 


Do you know the well known financial editor Rukeyser’s tests of a safe 
investment? Read Chapter VII. How can you decide when to switch from 
stocks to bonds? Read Chapter XI. How do you interpret the figures in a 
financial report; and just what should you look for in a company’s balance 
sheet and income account? Read Chapter XX. 333 pages—regular 
price $3.00. Closing out price only $1.50 postpaid. Less than 50 
copies left. 


Five $1.00 Books for $2.50 
All five $1.00 books below sent postpaid for only $2.50 


“STOCK MARKET TECHNIQUE No. 1” 


The author has crowded—a lot—of very readable Wall Street philosophy 
and practical trading advice into this little volume. Typical discussions in- 
clude: ‘‘Never Put Up Cash on a Margin Call;’’ ‘‘How the Technician Judges 
The Stock Market: ‘Trading Methods—Obsolete or Modern Scientific’, 
etc. Price $1.00 postpaid. 


“HOW TO PLAY THE STOCK MARKET” 


By Louis W. Lowe (127 pages—Heavy paper covers)........-..+4.. $1.00 


Says Mr. Lowe’s introduction: “In spite of the risk involved, there are 
money-making opportunities offered in the stock market that cannot be 
easily duplicated elsewhere.’’ These chapters are worth price of book: 
“Judging Value of a Corporation’s Shares by Its Annual Report,’’ and ‘‘Fore- 
casting Future Prices on Stock Exchange, Through Study of Fundamental 
Conditions Affecting Security Prices.” Price $1.00 postpaid. 
“TRADING PROFITS THROUGH CHARTS” 
(Author of “Trading Profits in Low Priced Stocks’’) 


Stock Market investors and traders have been looking at charts for years 
but only the few have taken the trouble to find out how to interpret charts. 
Mr. Rolland tells some of the things you can profitably learn from charts. 
Heavy paper covers. Price $1.00 postpaid. 


“IF YOU MUST SPECULATE LEARN THE RULES” 


The importance of knowing the fundamental rules of stock market trading 
for profit is obvious to every alert investor. This little book, by Mr. Williams, 
tells just the things you need to know. Price $1.00 postpaid. 


“WHEN YOU SIGN A CHECK” 


What everyone who has a checking account ought to know is here told 
briefly and authoritatively. Price $1.00 postpaid. 


Send Your Check or Money Order With All Book Orders 


BOOK DEPARTMENT, THE FINANCIAL WORLD 
53 Park Place, New York, N. Y. 
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CONTEMPORARY 
COMMENT 


I wholly disapprove of what you 
say and will defend to the death 
your right to say it.—VOLTAIRE. 


Carter Glass, Senator from Virginia: 
Pay day is coming and it will be pay 
for all this Federal aid. 


Westinghouse Electric & Manufacturing 
(June 30, 1934, report): The stock- 
holders of the Westinghouse Company 
have every reason to hope that the 
tendency to harass and burden public 
utilities will change to a more favor- 
able attitude. 


Benito Mussolini: I can affirm there 
will be no war, at least for several 
years, because the world powers are 
making prevention of war their first 
thought. 


Joseph T. Robinson, Senator from Ar- 
kansas: It is my conviction that there 
is in progress in our country a general 
recovery, improvement of business and 
quickening of industry. 


The Washington Star, Editorial: The 
“Great Spender” is a title that may 
one day rise to trouble the Chief Ex- 
ecutive. 


J. H. Van Deventer, author: You can- 
not step a little way into the quick- 
sand of price control without danger 
of being swallowed bodily by State 
Socialism. 


Walter Lippmann: The doctrine 
preached by the Fascists that a nation 
can think and feel with one mind and 
one heart is contrary to all human 
experience. 


Dr. Rexford G. Tugwell, Assistant Sec- 
retary of Agriculture: The essence of 
business is its adventure for profit in 
an unregulated economy. 


David Owens: Both government and 
business must realize that neither legis- 
lative action nor the writing of codes 
will ever make an inefficient, poorly- 
run business into an efficient one. 


Hendrick Van Loon, Author: Nothing 
is ever accomplished by a committee 
unless it consists of three members, 
one of whom happens to be sick and 
another absent. 


Frederick M. Davenport, former Con- 
gressman from -N. Y.: We have been 
in some danger of a night-riding spirit 
of bureaucratic conformity, but we are 
getting over that. 


Donald R. Richberg, General Counsel, 
NRA: The political government can- 
not take over and operate the commer- 
cial enterprises of the nation without 
destroying the constitutional founda- 
tions of our government. 


Professors Warren and Pearson, Cor- 
nell University: If commodity prices 
rise, the time required for recovery 
will be reduced. The less the rise in 
commodity prices, the slower the re- 
covery. The slower the recovery, the 
more violent the subsequent expansion 
will become. 
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The 
Market Situation 


W une recovering some of the optimistic senti- 
ment that was lost in the July 26 price decline, the 
financial community spent much of last week speculat- 
ing upon developments to follow President Roosevelt’s 
return home. The feeling is growing that something 
of definite nature is inevitable if the Administration is 
to rebuild confidence preparatory to the autumn elec- 
tions and it seems obvious that the new housing cam- 
paign, shortly to enter a period of concerted drive, will 
not turn the trick alone. The hope is, of course, that a 
“turn to the right” will be made, with reform side- 
tracked for recovery and the more serious obstacles to 
business improvement removed. If that is not the 
course to be followed, it would seem that further 
changes of monetary policy will doubtless be among the 
other expedients resorted to. Thus it would seem that, 
whether the turn is to be to the right or to the left, 
higher prices are in the making for a month or so hence. 


Current trade developments are furnishing few 
surprises. Comparisons with a year ago are becoming 
more favorable for the reason that little change is 
occurring in the rate of general activity whereas at 
this time last year business was entering upon a com- 
paratively sharp downward trend. In numerous lines, 
as a matter of fact, the tendency has been for activity 
to hold up somewhat better than might be expected on 
a seasonal basis. Nevertheless it would seem that for 
a number of reasons little in the way of earnings prog- 
ress will be seen in third quarter reports for most com- 
panies, and that further gains in that direction will 
have to await the final quarter’s statements. This of 
course does not constitute a bearish factor on securities 
for the reason that prices traditionally anticipate such 
developments. Prospective conditions later than the 
current three months are the determining influence. 


D ESPITE the fact that not much is currently seen 
in the public press concerning inflation, aside from an 
occasional message from the Oklahoma champion of 
currency devaluation, it is evident from the action of 
some of the individua! stock groups that possible future 
monetary changes are not being overlooked. Issues 
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which held up relatively best during the recent decline 
included some of the metals, foods and others falling at 
least partially in the “commodity” classification. Utili- 
ties continue to be largely neglected and the rails have 
lost much of their popularity. Both of the latter are, 
of course, adversely affected by such a combination as 
sharply rising operating costs and inflexible rate struc- 
tures. The inflation picture is by no means complete, 
however, with bonds still so close to their recent highs. 


V4 HETHER or not stock prices are destined to fol- 
low the technician’s expectations and further “test” 
the recent low levels, it is impossible to predict. Inter- 
mediate movements such as that would be, are of little 
importance to the longer term investor, and with the 
weight of evdience so preponderantly on the side of 
higher prices in later months, the holder of good grade 
securities is fully justified in maintaining his position 
and taking advantage of unusual bargains as they ap- 
pear. Increasing favor has been accorded good yield- 
ing issues in recent months, a development that is 
expected to carry further. Thus more than ordinary 
attention must be directed toward the requirement of 
satisfactory yields or clear cut prospects of adequate 
return as a consequence of dividend improvement. 
Medium grade domestic bonds continue to occupy an ad- 
vantageous position; so far as foreign issues are con- 
cerned, the death of President Hindenburg merely 
increases their uncertainty, 


The Trend of Things 


Digest and interpretation of current 
business and financial developments 


War SCARE: The market situation now with 
respect to war talk is not at all analogous with that of 
twenty years ago, at which time conditions were such 
as to force a closing of the New York Stock Exchange 
for 45 months. In 1914 vast quantities of American 
securities were held abroad by foreigners. The out- 
break of hostilities immediately closed all important 
European security markets, leaving New York the only 
place in the world where securities could be sold and 
immediate cash realized. This alone was sufficient to 
result in a deluge of selling orders here, which, if per- 
mitted to continue, would soon have denuded the country 
of its gold. As an added factor numerous countries 
“nationalized” the American securities held by their 
citizens, such securities to be sold to provide funds for 
munitions. Now, of course, alien ownership of our 
securities is of relatively small proportions, and as a 
matter of fact there has been considerable purchasing 
from abroad by those who seek a refuge for their funds, 


\¢ AR PROFITS: Spectacular market performance 
on the part of the erstwhile “war brides” has been 
conspicuously absent during the European unsettle- 
ment, and not without good reason. In the first place, 


military activities of sufficient proportions to result in 
any significant munition business to American corpora- 
tions would entail large borrowings by the combatants 
and the 1914-1917 procedure, i.e., borrowing here to buy 


our goods, is definitely out of the picture. In the 
second place the State Department’s recent embargo 
on munition shipments for use in the Chaco conflict 
furnishes at least a suggestion of what might happen 
in the event of actual hostilities overseas. As a third 
factor, it would seem extremely likely that in the 
‘absence of such an embargo, Congress at its next 
session would speedily levy heavy taxes against any war 
profits. Thus present conditions are such that purchase 
of securities solely on the expectation of “war pros- 
perity” is not justified. 


Gnrowru: One of the fundamental concepts of the 
New Deal has apparently been that the country as a 
whole has reached its limit of growth in usable produc- 
tion facilities, and that the nation’s plant capacity al- 
ready is too large for probable consumptive needs in 
the years ahead, A number of exhaustive studies have 
recently been made on this subject, the results of two 
of which have already been released. The Brookings In- 
stitute in its work “America’s Capacity to Produce” 
finds no burdensome surplus of productive facilities, 
and the director of a Federal survey of the subject who 
is an advisor to the National Industrial Conference 
Board, has found that ‘surplus economy is a myth’ and 
that production actually will have to be stepped up if 
we are to supply a decent standard of living in the years 
to come. Thus evidence continues to accumulate to the 
effect that our so-called heavy industries, which supply 
capital goods, are not faced with an interminable period 
of stagnation, and that a clearing away of some of the 
remaining obstacles to business will find that field again 
attaining satisfactory levels of activity and rounding 
out the recovery movement by general trade and 
industry. 


Prices: The generally upward trend of commodity 
prices continues. Although the 30-month top for food 
prices attained by the Bureau of Labor Statistics’ 
figures is at least partially a result of the drought situa- 
tion, price advances by other lines are not explained by 
the same factor. The 40 per cent devaluation of the 
old dollar has by no means yet been fully reflected in 
the country’s general price level, and this change in 
monetary policy may alone be confidently expected to 
continue to exert its influence for a number of years to 
come. A gradually rising price trend is, of course, a 
healthy sign for business, and recent developments have 
been of such a nature as at least partially to correct a 
fundamental difficulty of long years’ standing, i.e. the 
spread between the prices of what the farmer sells and 
the cost to him of the goods he purchases, 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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MARGIN NOTES— 


Tue state of confusion which reigned in the Street 
early last week after the rout of the previous Thursday 
was most complete. Floor traders were generally bear- 
ish, but were not permitting their feelings to rule their 
actions. The inability of the market to stage a more 
impressive rally after the decline caused a great deal 
of pessimism, but there were few evidences of short 
selling. A half-hearted attempt to depress Telephone 
brought out little stock, and shorts were not aggressive. 


Tue William Street house again was a heavy pur- 
chaser of stocks, and probably most of the buying was 
for the account of the investment trust sponsored by 
the firm. Heavy buying in the liquor stocks and the 
rails, including Atchison and Lackawanna, continued, 
and other favorites were added at prices close to the 
lows. It was noted that the only utility purchased was 
Columbia Gas. Gossip emanating from sources close 
to this house was to the general effect that with the 
return of the President some of his more zealous ad- 
visors were to be drastically curbed and that future 
Administration actions would become more friendly to 
business and finance, 


Tue market was colorless in the early days of the 
week, Dribbling liquidation was noticed in the rails, 
with the heaviest selling from the Middle West, but the 
buying, though scattered, was considered better. On 
Tuesday an important Broadway commission house 
turned to the buying side, expecting further inflationary 
gestures within the week, and a fair following was 
attracted. Foreign participation in the market was 
negligible, but it has been evident, recently, that buy- 
ing is not of the confident nature of the past and profits 
are taken more frequently, illustrating that the con- 
fusion regarding the trend of the market is not limited 
to domestic traders, 


Tue reasons for the strength in Sterling Products 
have finally come to light. The company is negotiating 
for the purchase of R. L. Watkins Company and will 
pay for the company by turning over 100,000 shares of 
its own stock. Since Sterling Products has issued all 
of its authorized common, the company has been forced 
to acquire the block in the open market. To date, more 
than 60,000 shares have been bought. The acquisition 
seems favorable and Watkins should contribute about 
60 cents a share to the earnings of Sterling Products 
this year. However, the company is having difficulty 
with the sales of Bayer’s aspirin which supplied about 
$2 per share, or approximately 42 per cent of the earn- 
ings of Sterling Products last year. The Federal Trade 
Commission has issued a complaint charging misrepre- 
sentation in sales of the tablets and apart from this 
adverse factor, the company will probably have to cut 
the price of aspirin in the near future. The common 
stock of Sterling seems rather high at current prices. 


B UT other than a few cases of support from the more 
hardy pools, the general list has been featureless. Most 
of the rank and file of the traders are bullish for the 
fall months, but are waiting for the market to prove 
itself before establishing any extensive long positions. 
The lack of confidence regarding the immediate trend 
of the market has turned some traders to commodities. 
The killing in wheat and corn reported to have been 
made by the large operator whose financial difficulties 
were recently spread on the front pages has attracted 
attention and some of the larger speculators are dab- 
bling in the future markets. Of the list, the packing 
stocks and other commodity issues appear to be getting 
the better class buying. 
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Corporate Profits Under the NRA 


Corporate reports for the second quarter of 1934 reflect 
the importance of relative size of labor costs, some 
companies being unable to show larger profits despite 
good gains in sales. Are future trends to be similar? 


MONG the reasons frequently ad- 

vanced for the recent severe de- 
cline in stock prices is the evidence 
of rising operating costs and declin- 
ing profit margins found in many 
corporate reports for the second 
quarter of 1934. Industrial con- 
cerns have generally reported good 
increases in sales volume, but rel- 
atively ‘few have recorded propor- 
tionate gains in net income. Many 
public utilities have been “holding 
their own” insofar as gross revenues 
are concerned, but reported sharp 
declines in net. The first 63 Class I 
railroads to report for June showed 
gross revenues up 1.2 per cent in 
comparison with June of last year, 
but operating net was off 28.4 per 
cent. 


Problems Varied 


The problems of the railroads in 
respect to operating costs do not 
vary greatly among the individual 
roads, and although there is more 
divergence among the public utili- 
ties, their problems are similar, in- 
creased taxation being a more im- 
portant single factor in this field than 
in any other. With the industrials, 
operating conditions vary so greatly 
in the innumerable different lines of 
activity as to make it impossible to 
generalize about most aspects of 
operating costs. Prices of raw mate- 
rials have risen much more sharply 
in some manufacturing industries 
than in others, not only because of 
supply and demand factors, but also 
as a result of application of proc- 
essing taxes upon agricultural com- 
modities. 

Because of the emphasis of the 
New Deal policies spreading and in- 
creasing the compensation of labor, 
the relative importance of wage 
costs has been greatly enhanced. 
Some industries pay out less than 5 
per cent of total operating expendi- 
tures to labor; others disburse more 
than 50 per cent of the total in their 
pay envelopes. Since the inception 
of the NRA, it has been pointed out 
on several occasions in the columns 
of THE FINANCIAL WORLD that those 
industries for which labor costs are 
relatively small were most likely to 
report satisfactory profits. 

The reports of industrial concerns 
for the second quarter of 1934 are 
furnishing ample proof of this 
theory. One of the most widely dis- 
cussed is that of General Motors Cor- 


per cent from the corresponding 
period of 1933 despite an increase 
of 45 per cent in the unit volume of 
its motor vehicle sales. General 
Motors has put into effect two wage 
increases of 10 per cent in the past 
year. Wage costs for the automobile 
manufacturing industry rel- 
atively high, amounting to about 
one-third of total operating costs. 
The public’s reaction to the increase 
in retail prices last spring, forcing 
a return to the former price levels, 
is typical of the consumer resistance 
to the higher prices which are justi- 
fied in most industries on the 
grounds of higher raw material and 
labor costs. The inevitable result 
is a lower profit margin, which has 
perhaps been most strikingly illus- 
trated by reports from leading units 
in the automobile industry, although 
these developments are by no means 
limited to that field. 

Accompanying this article is a 
tabulation showing proportionate 
wage costs in leading industries. 
The percentages are based on data 
collected for the year 1931 by the 
Bureau of the Census, and up to date 
figures would probably show higher 
ratios. However, the material is 
quite adequate for the purpose of 
comparing the relative importance of 
wage costs in the industries repre- 
sented. It will be noted that the 
chemical industries have a relatively 
low ratio of labor costs. Although 
other factors enter, notably stability 
of selling prices, this low ratio of 
wage costs undoubtedly is in large 


part responsible for the excellent 
showing made by companies in this 
industry for the first and second 
quarters of 1934. 

Since the trend toward increased 
labor costs is still in evidence, in- 
vestors should give due consideration 
to the relative importance of this item 
of expenditures, although there are 
sometimes other factors which may 
largely offset an unfavorable wage 
cost position. In addition to wages, 
industrial companies may be forced 
to institute government controlled 
pension systems and possibly un- 
employment insurance funds within 
the next year or two. A compulsory 
pension law covering the railroads 
was passed at the last session of 
Congress, and in view of the Ad- 
ministration’s announced plans for 
social legislation of unprecedented 
scope, similar plans may be legis- 
lated for all important industries in 
1935. Compulsory pensions and un- 
employment insurance would, of 
course, constitute a much heavier 
burden for the concerns with large 
payrolls than for those whose labor 
costs constitute a relatively small 
proportion of total expenses. 


Adverse Effects Discounted? 


However, the adverse effects upon 
earnings of the actual and potential 
increases in labor costs appear to 
have been discounted by the recent 
decline in equity prices, and these 
trends should not be regarded as a 
justification for indiscriminate sell- 
ing of all securities of industries 
whose labor cost ratios are relatively 
high. In many industries, notably 
that of automobile manufacturing, 
the probable effects of a substantial 
further increase in volume of sales 
should be considered. Necessary re- 
adjustments having been placed in 
effect, any further increase in vol- 
ume which might materialize should 
find much more satisfactory reflec- 
tion in income accounts. 


WAGE COSTS 


IN IMPORTANT 


INDUSTRIES 


Ratio 
of Wages 
to Total 
Operating 

Industry Costs 
Agricultural Implements ...... 37.2 
Aluminum Manufacturers ..... 25.4 
Bread and Bakery Products. ..32.1 
Canning and Preserving....... 14.5 
Chemical and Allied Products. .17.3 
Commercial Alcohol .......... 9.2 
Copper Smelting ....... ..... 4.5 


Druggists’ Preparations 
Electrical Machinery, Apparatus 


Food and Kindred Products....11.7 
144.1 


Ratio 


of Wages 

to Total 

Operating 
Industry Costs 

27.3 
11.5 
6.8 
Paints and Varnishes.......... 13.1 
Petroleum Refining ...... 
Printing and Publishing....... 46.1 
Railroad Car Construction..... 56.2 
51.4 
Rubber Tires and Inner Tubes. .26.7 

Rubber (excluding tires and 

34.6 
Silk and Rayon Finishing...... 31.4 


Steel and Rolling Mill Products.28.8 


Tobacco Products ............. 15.6 


poration, showing net income off 20 
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The Drought 
Adverse Factor 


The drought in the mid-west states has greatly cur- 

tailed actual and potential purchasing power of mil- 

lions in the affected area. What companies stand to 
bear the brunt of this adverse development? 


ONVERSION of the nation’s 

bread basket into a _ parched 
desert and impoverishment of mil- 
lions of people in a district long re- 
garded as one of the richest domestic 
markets is bound to have far reach- 
ing effects upon general business 
recovery in this country. The drought 
area embraces a broad belt extend- 
ing from the Great Lakes area 
south and west to Texas, completely 
blanketing 14 states and bordering 
upon several others. In this terri- 
tory the bulk of the country’s wheat, 
corn, rye, oats and barley is grown; 
it is likewise the primary source of 
supply of the nation’s meats. 

Reduced plantings under’ the 
Government’s crop allotment plan 
coupled with the reduced yields in- 
cident to the drought have, it is 
estimated, cut purchasing power in 
the drought stricken states by up- 
wards of 50 per cent. A consider- 
able portion of the corn, oats, rye 
and barley crop is normally used in 
this area for fattening livestock. 
Prices for stock feed have risen con- 
siderably and that margin of farm 
income usually spent for home fur- 
nishings, clothing, machinery, auto- 
mobiles, etc., is being used in con- 
ditioning livestock for the Fall 
market. 

Viewed in its entirety the drastic 
reduction in agricultural output this 
year does not threaten the nation’s 
food supply as there has been a suffi- 
cient carry-over of all grains, except 


corn, to insure adequate supply until 
next year. From the Western farm- 
er’s standpoint, however, the situa- 
tion is serious. The rise in grain 
prices has not been commensurate 
with the reduction in yields and 
many farmers have no grain to sell. 
Meat prices have gone up but so 
have costs of conditioning livestock ; 
furthermore the cattle and hog 
raisers have less to sell because of 
the Government’s animal “birth con- 
trol” experiments. Farm running 
expenses have increased and as usual 
the average farmer has gone heavily 
in debt to finance this year’s output. 

The situation will be alleviated 
somewhat by Federal Government 
relief expenditures in the stricken 
areas, although in the main this re- 
lief will undoubtedly be restricted to 
a scant sustenance basis. Already 
some 400,000 families in the terri- 
tory are on the relief payrolls and 
before the winter is over this num- 
ber may be increased to as many as 
a million. In normal times purchas- 
ing power of this group runs into 
the hundreds of millions of dollars. 

The entire country is bound to be 
adversely affected by the impoverish- 
ment of the drought stricken farmer. 
The 14 states most severely affected 
have an aggregate population of 26 
millions, and greatly curtailed pur- 
chases of this group will negatively 
influence gross and net incomes of a 
wide range of industries. Those 
enterprises which will be more 
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THE DROUGHT AFFECTED 


RAILROADS Oliver Farm 
Equipment 

Great 
Western 

MERCHANDISERS 
St. Paul Brown Shoe 

Chicago Beatrice Creamery 
Northwestern Kroger Grocery 

Chicago Rock Montgomery 
Island Ward 

Kansas City J. C. Penny 
Southern Sears Roebuck 

Missouri-Kansas 
Texas UTILITIES 


Missouri Pacific 
Northern Pacific 
St. Louis- 

San Francisco 


American Power 
& Light 
Cities Service 
Jnite ight & 
FARM Power 
EQUIPMENT 
Bucyrus Erie OILS 
Caterpillar Consolidated Oil 
Tractor Mid-Continent 


5. Case Petroleum 
Cleveland Tractor Phillips Petroleum 
Deere Simms Petroleum 


International Standard of 
Harvester Indiana 


acutely affected, however, are those 
having markets that fall within the 
boundaries of the arid region. 

During the past several weeks 
market prices of the shares of 
affected companies have declined, 
culminating in the sharp sell-off of 
two weeks ago. This apparently was 
in anticipation of lower earnings for 
these companies over the next several 
months and as present levels would 
seem to liberally discount the 
drought influence, there appears to 
be no necessity for liquidation of 
present positions in the sounder 
situations by holders who recognize 
the probability of somewhat smaller 
earnings in the months ahead. 

A list of the more important con- 
cerns has been compiled and is 
shown above. 


Loss of Meeker Felt 


EW men in Wall Street enjoyed 

greater respect among the mem- 
bers of the New York Stock Ex- 
change than J. Edward Meeker, their 
economist, who passed away on July 
26 at his home in New York. While 
well known for his many contribu- 
tions to the progress of the Big 
Board, especially during the past 
few years when he was one of the 
leading figures in the preparation 
of reports for the Senate Committee, 
he was also widely known in the 
colleges and business schools through- 
out the country for his several text 
books on the securities markets, 
notable among which are “The Work 
of the Stock Exchange” and “Short 
Selling.” 

Mr. Meeker was not employed by 
the Stock Exchange until June, 1920, 
prior to which he was a member of 
the Yale faculty until 1916 and an 
editor of a financial magazine, “The 
Street,” thereafter. 
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Five Sound Common 
Stock Opportunities 


A group of five equities which offer reasonably secure 
yields, yet are not devoid of the possibility of market 
enhancement in any period of advancing prices. 


HE recent decline in prices in 

the speculative markets has con- 
vincingly demonstrated the superior 
market position which sound divi- 
dend paying issues enjoy. The grow- 
ing demand for this type of equity 
on the. part of the investing public 
places such stocks in an advantageous 
position in respect to intermediary 
price fluctuations as current return 
appears to dominate market price 
rather than speculative merit. A 
relatively few issues of this type 
are still available. Five which ap- 
pear to fall in this category are dis- 
cussed below. These issues offer 
reasonably secure and ample return 
on investment, yet at the same time 
are not devoid of market enhance- 
ment possibilities in a period of 
generally advancing prices. 


American Snuff is one of the lead- 
ing snuff pro- 
ducers, having been identified with 
the business for over 30 years. Divi- 
dends have been paid on the common 
stock without interruption since 
1902. The present $3 annual rate 
has been maintained since the 4-for-1 
split in 1929. Extras of 25 cents 
per share have been paid in each of 
the past four years. 


Detroit Edison serves the city of 
Detroit and sur- 
rounding communities with  elec- 
tricity and to a lesser extent steam 
heat and gas. The company-has a 
relatively large industrial load and 
with activity in the automotive in- 
dustry tapering off sharply during 
the past four years, earnings of the 
company naturally declined. Per 
share results of $4.83 in 1933 com- 
pared with peak earnings of $12.24 
in 1928. Dividend payments on the 
common were maintained at the 
annual rate of $8 per share from 
1916 to 1932. Successive reductions 
were thereafter made to the present 
$4 annual rate which has been main- 
tained since April 15, 1933. Recent 
earnings trend upward, and margin 
over dividend requirements should 
expand during years ahead, 


General Mills is a leader in the 
domestic milling in- 
dustry. Wide fluctuations in grain 
prices do not materially affect com- 
pany’s business as hedging opera- 
tions minimize the element of grain 
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speculation. Dividends on the com- 
mon stock have been paid at the 
annual rate of $3 per share since 
organization of the present company 
in 1928. 


Reading directly or indirectly con- 
—aaes trols and operates 2,632 
miles of track centering in the highly 
industrialized area in and around 
Philadelphia. Reading is controlled 
by the B. & O. through ownership 
of 45 per cent of the common stock 
and an additional 25 per cent is 
owned by the New York Central. 
Dividends on the common stock 
were paid at the annual rate of $4 
from 1913 to the end of 1931. A 
quarterly disbursement of 50 cents 


per share was paid in the initial 
quarter of 1932 following which the 
issue was placed on a $1 annual 
basis. This has been increased to 
$2 annually through declaration on 
June 28 of a 50-cent quarterly divi- 
dend payable August 9. 


Loose-Wiles is the second largest 
Discuit and cracker 
producer, turning out some 350 
varieties, sold mostly under the trade 
name “Sunshine.” As a result of 
general business conditions earnings 
declined moderately during 1930, 
1931 and 1932 but in 1933 a gain of 
27 per cent was recorded over the 
previous year. In the final quarter 
of 1932 the $2.60 dividend rate on 
the common was lowered to $2, the 
present annual basis. 


Five Common Stocks for Income 


Re- 
Earned Divi- cent 
Common Stocks: 1933 dend Price Yield 
American Snuff ..$4.13 *$3.00 60 5.0% 
Detroit Edison. . 4.83 4.00 7 3.7 
General Mills. . . 3.00 56 «5.4 
Loose-Wiles..... 2.74 2.00 40 5.0 
Reading......... 2.80 2.00 40 5.0 


*Plus extras. +Fiscal year end. May 31, 1934. 


Are Chemical Stocks Too High? 


A new analysis of the chemical industry in the light 
of recent substantial earnings gains. 


ITH an average earnings gain 
of approximately 7 per cent 
over the second half of 1933, the 
chemical industry as a group has 
established a much better record for 
the first six months of the current 
year than almost any other industrial 
division. On the other hand, the 
eleven representative chemical stocks 
statistically analyzed in the accom- 
panying tabulation are in the aggre- 
gate selling at 16 times the earnings 
realized for the last twelve months 
and return the investor an average 
of only 3.6 per cent on the basis 
of present dividends and current 
market prices. 
A low yield and a high price-to- 
earnings ratio have been charac- 
teristic of the chemical industry for 


many years and there are a number 
of well founded reasons for such a 
situation. The industry is prin- 
cipally a producers-goods business, 
having as its customers practically 
all sections of our industrial life. 
Almost every chemical company, 
though specializing in some particu- 
lar field, has a widely diversified 
list of products. These two factors 
account for a high. stability of 
aggregate demand for its products, 
not found in other industries. 
Furthermore, the bulk of sales is 
made on an annual contract basis 
which permits exact planning of 
production schedules, prevents ac- 
cumulation of large inventories and 
makes for stability of prices, which 
have shown relatively minor fluctua- 


MARKET HIGHLIGHTS OF LEADING CHEMICAL STOCKS 


per Share 


2nd hal 


COMPANY: of 1933 


Air Reduction............. $2.58 $2.63 
Atlas Powder.............. 1.29 1.70 
Commercial Solvents...... 0,64 0.47 
du Pont de Nemours....... 1.92 1.83 
Hercules Powder.......... 1.89 2.46 
Mathieson Alkali.......... 0.80 0.67 
Monsanto Chemical....... 1.60 1.60 
Union Carbide and Carbon 1.10 1.02 
United Carbon............ 0.74 *1.50 
U.S. Industrial Alcohol.... 2.80 2.45 
Westvaco Chlorine......... 0.65 0.83 


*Estimated. 


Price Times 
Current earnings of 


Market last 12 Current Current 
Price months Dividend Yield 
$96 18.4 $3.00 3.1% 
45 15. 12.00 4.4 
17% 15.8 0.60 3.4 

22. 2.60 3.0 
71 16.3 3.00 4.2 
27 18.4 1.50 5.6 
50 15.6 1.00 2.0 
40% 19.1 +1.40 3.5 
38 17.0 1.75 4.6 
36 6.9 
18 12.2 0.40 2.2 


tBased on last dividend; no fixed rate. 
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tions during. the entire period of the 
depression. The weighted index of 
Chemical & Metallurgical Engineer- 
ing (1927 = 100) currently stands at 
87.79 as compared with a depression 
low of 84.30 recorded early in 1933. 

Most raw materials are cheap and 
available in unlimited quantities. 
The production process is highly 
mechanized and automatic and there- 
fore expenditures for labor are re- 
latively low, amounting to an average 
of from 10 to 15 per cent of total 
production costs. Hence the de- 
mands for higher wages under NRA 
regulations are a comparatively 
minor problem. 

Conservative financial policies have 
governed the industry and are re- 
sponsible for the strong financial 
position of the various companies 
and the backing of their securities 
with a substantial equity. The in- 
dustry itself is still relatively young 


and enjoys unlimited possibilities 
for further development which on 
the other hand are discounted rather 
liberally in present prices which 
anticipate a further steady growth 
of earning power. 

The fundamentally sound position 
and generally favorable outlook for 
the chemical industry have main- 
tained a persistent demand for 
chemical stocks for long term in- 
vestment purposes, which demand 
has resulted in prices far above the 
levels at which the shares could be 


-regarded as bargains. Only the in- 


dustry’s potentialities of substantial 
earnings gains over coming years 
warrant present prices; while 
present holders seem justified in 
maintaining strictly long term posi- 
tions, aggressive expansion of repre- 
sentation in the industry should be 
undertaken only in periods of tem- 
porary general price recession, 


Preferred Stocks for Income 


A selection of five sound industrial preferred stocks — 

which afford attractive yields and are priced sufficiently 

under their callable prices to offer an opportunity for 
market appreciation. 


OW yields on high grade bonds as 
a group, as well as diminishing 
returns on many sound medium 
grade bonds, are increasing investor 
interest in good preferred stocks 
where there exists the opportunity 
to obtain both an attractive yield 
and the prospect of a profit. While 
a large number of the best grade of 
preferred stocks are no longer avail- 
able on an adequate yield basis be- 
cause of advances over the period of 
the past several months, there still 
remain a number of the better grade 
issues representative of industries 
which have already begun to reflect 
in their earnings statement the busi- 
ness recovery. The following five 
sound industrial preferred stocks 
afford yields ranging from 5 per 
cent to 6.8 per cent, plus the pos- 
sibility of market appreciation as 
they approach their call prices. 


Commercial Credit is one of the 
leading factors 


in the commercial banking field 
handling the installment financing 
of automobiles, electric refrigerators 
and business equipment. Important 
customers include Chrysler, Dodge, 
De Soto, Plymouth, Hupp and 
Packard among the motors and Gen- 
eral Electric and Borg-Warner 
(Norge) in the refrigeration field. 


‘The dividend requirement on the 64 
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per cent first preferred has been 
covered by a satisfactory margin in 
every year, except 1932, and paid 
without interruption since the is- 
suance of the stock in 1926. Im- 
provement in automotive and re- 
frigeration industries augurs well for 
a continued improvement in earn- 
ings. 


General Motors, in addition to be- 
ing the world’s 
largest manufacturer of automobiles, 
also has varied interests in electric 
refrigeration, air conditioning, oil 
burners and Diesel engines. The 
dividend requirement on the $5 
cumulative no par preferred has 
been earned on the average of over 
ten times in every year, except 1932, 
since the stock was issued in 1930, 
and paid regularly without interrup- 
tion. Continued expansion of auto- 
mobile sales assures more than suffi- 
cient earnings for the preferred 


stock and within a few years this 
margin should be further increased 
by new revenues from air condition- 
ing and Diesel engines. 


Glidden, as a combination paint- 
food-chemical company, 
is in a position to share. in the 
further recovery of three important 
industries. Dividends on the 7 per 
cent cumulative prior preference 
stock, while unearned in 1930 and 
1931, have been paid regularly since 
the stock was offered in 1924. With 
foods and chemicals affording a back- 
log of earning power, the outlook for 
future profit growth depends to a 
large extent upon the paint and 
varnish division which has recently 
begun to expand as a result of the 
Government’s efforts to stimulate 
renovation and new building. 


Hershey Chocolate is the largest 
single manu- 


facturer of its kind in the world, 
specializing on the manufacture of 
over seventy per cent of the cocoa 
and chocolate products consumed in 
the United States. The $4 cumula- 
tive convertible preference stock is 
entitled to an additional dividend of 
$1 per share in any year that divi- 
dends are paid on the common stock. 
Both the regular $4 and extra $1 
have been paid on the preferred since 
1930 and the stock has had an un- 
broken dividend record since its is- 
suance in 1928. Earnings during 
this period have averaged over four 
times the annual regular and extra 
dividend requirement. The pre- 
ferred is convertible into common at 
any time on a share for share basis, 
and although of only academic in- 
terest of the present time, this fea- 
ture may become of value in the 
future. 


Safeway Stores, as the second 
largest grocery 
chain in the country in sales volume 
and the third in number of stores, 
operates over 3,200 units, including 
more than 2,000 meat markets, in 
the Middle West and Far West. The 
6 per cent cumulative preferred has 
equal preference as to assets and 
dividends with the 7 per cent con- 
vertible preferred and the dividend 
requirement on both issues has been 
earned by a large margin and main- 
tained without interruption since the 
stock was offered to the public in 
1928. The outlook for the chain is 
regarded as favorably defined. 


FIVE INDUSTRIAL PREFERREDS FOR INCOME 


Appraisal 
Rating PREFERRED STOCK: 


Commercial Credit cum. Ist.. 


A+ General Motors$5cum.............. 
B+ Glidden Co.7% cum. prior........... 
A Hershey Chocolate $4 cum. conv...... 
A+ Safeway Stores6% cum.............. 


—Earned perSh— Call Recent Curr. 

1932 1933 Price Price Yield 

$1.35 $29.73 110 104 6.2% 
10.09 45.33 120 100 0 
*7.85 *22.60 105 102 6.8 
18.25 16.71 Not 88 t5.1 
27.95 26.45 110 103 5.8 


*Fiscal year ended October 31. tBased on $4 regular dividend and $1 extra. 
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Protection Against 
Inflation 


This is the third and final article of the series which 
began in the July 25 issue under the title “Which is 
Coming—Recovery or Inflation.” 


| iw THE preceding discussions it 
was brought out that the early 
stages of business recovery (with 
or without moderate inflationary 
changes in the monetary structure) 
present much of the same surface 
manifestations as the beginnings of 
a serious monetary inflation such as 
beset France in the 1790’s and Ger- 
many in the 1920’s. In our own sit- 
uation it is recognized that there 
have been three definite inflationary 
steps undertaken in the past year 
and a half in the dollar devaluation, 
the silver program and the inflation 
of Government credit resulting from 
a badly unbalanced Federal budget. 
These factors have undoubtedly in- 
fluenced the business recovery move- 
ment of this period but have not been 
the sole or predominating forces in 
it. The Administration, as well as 
all right thinking elements of our 
population, is well aware of the gross 
injustice and universal suffering 
which inevitably result from uncon- 
trolled monetary inflation and there 
is no question that every effort 
would be made to avoid such an 
eventuality should the threat of it 
become imminent. 


Preparation for Inflation? 


Nevertheless, the potentiality of 
further monetary inflation cannot 
be completely dissipated from the 
economic horizon until there has been 
achieved at least some measure of 
success in balancing the budget. The 
experience of history confirms that 
in this problem is to be found the 
crucial determination of the outcome 
of inflationary trends. Although for 
the time being the American investor 
is not imminently confronted with 
the problem of adjusting his program 
to a prospect of uncontrolled infla- 
tion, a preparatory consideration of 
various phases of the problem may 
nevertheless be well worth while. 

The predominant characteristic 
effect of severe currency dilution 
upon which most efforts at capital 
preservation are predicated is the 
sharp rise in prices for commodities 
and other tangible forms of property 
to an extent approximating the 
degree of currency dilution. The 


three principal means usually con- 
sidered are investment in real estate, 
in primary commodities (preferably 
the more durable ones) and in equity 
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securities which represent an owner- 
ship interest in real property or com- 
modities or both. All these are in 
essence a flight of capital from the 
depreciating currency into tangible 
goods, and in this respect are similar 
to the method used by some of pur- 
chasing securities of foreign coun- 
tries in which the prospect of cur- 
rency dilution appears remote. This 
latter method, however, presents dis- 
tinct drawbacks because of the many 
political and economic uncertainties 
which are still apparent in most of 
the industrial nations of the world 
and because of the difficulties of 
wisely selecting and adequately fol- 
lowing developments affecting such 
foreign issues. There may also be 
exchange difficulties both in making 
the commitments and, more impor- 
tant, in securing the income from 
them. 

Diverting of capital into real 
estate is also subject to important 
disadvantages since such property is 
relatively immobile and often not 
readily marketable. Moreover, there 
are unavoidable costs of maintenance 
and/or operation (including taxes) 
which tend to mount during inflation 
much more rapidly than realizable 
income. Outright ownership of a 
modest home would doubtless prove 
a valuable mainstay in inflation but 
any wholesale extension in the field 
of real estate would be likely to in- 
volve increasing complications and 
difficulties as inflation proceeded to 
more extreme phases, 


A flight of capital to commodities 
involves physical problems and costs 
of handling and storage, and in some 
cases deterioration might become 
serious. Consequently it is generally 
considered preferable for the average 
investor to seek indirect ownership 
of real property and commodities 
through purchase of common stocks 
of selected industrials. For this pur- 
pose industries closely identified with 
primary commodities are more desir- 
able than merchandisers and unin- 
tegrated manufacturers; and com- 
panies which have senior capitaliza- 
tion in addition to an adequate work- 
ing capital position are likely to 
show greater percentage enhance- 
ment in their common stocks. There 
are available a few convertible senior 
securities which offer a degree of 
protection against inflation through 
their conversion privilege, such as 
the Texas Corporation conv. deb. 5s, 
1944, the International Cement conv. 
5s, 1948, Poor & Co., conv. 6s, 1939, 
and the American Rolling Mill conv. 
5s, 1938. Among common stocks 
which appear most suitable as an in- 
flation hedge may be numbered the 
following: 


Common Stocks as a Hedge 


American Smelting 
Bethlehem Steel 
Cerro de Pasco 
Great Western 
Sugar Standard Oil of Cal. 
Howe Sound Standard Oil (N. J.) 
International Nickel Texas Corporation 


Phelps Dodge 

Republic Steel 

So. Porto Rican 
Sugar 


Kennecott Universal Leaf 

Magma Tobacco 

National Steel U. S. Smelting 
U. S. Steel 


Practically all of these issues are 
well situated to benefit from busi- 
ness recovery, with or without infla- 
tion, as well as to afford some protec- 
tion from possible severe currency 
dilution. The investor who has a suffi- 
cient portfolio to allow a good degree 
of diversification may well give con- 
sideration to inclusion in his list of 
some representatives of this char- 
acter which will provide an adequate 
hedge in the event of inflation. 


Stock Options 


S a carry-over from the days 
when the investing public 
leaned strongly to speculative securi- 
ties and even demanded stock options 
with their bonds, there still exists 
a number of warrants which enjoy 
a fairly active market on the New 
York Curb and other exchanges. 
These issues have always been the 
essence of speculation and are even 
more so today as in the larger num- 
ber of cases market price of the com- 
mon stock is far below the option 
price of the warrant. Warrants 
carry no voting privilege and are 
entitled to no dividends. They have 
tangible value only when the com- 


Still Popular ? 


mon stock rises above the “call” 
terms of the warrant. As many of 
these issues are terminable, there is 
always the danger that they will ex- 
pire before opportunity is had to 
profitably exercise the call privilege. 
A few warrants are perpetual, nota- 
bly those of Commonwealth & South- 
ern, American & Foreign Power, 
Electric Power & Light and United 
Corporation, but as call prices in 
each instance is greatly above 
present market value, holders must 
be prepared to exercise considerable 
patience and be in a position to 
forego return on investment for an 
extended interval. 
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PASSING 


IMPRESSIONS 


By EUGENE 


If the answer to capitalist opinion 


Bonds can be found in the course of the 
Find securities markets then capital has 

confidence in the country but not 
Favor specifically in American business enter- 


prises. Government bonds and first- 
grade industrial, railroad and utility bonds are selling 
a*t the highest prices in this generation, and interest 
rates and yields are about at their historical lows. 
Meanwhile stocks, which represent the opinion of 
capital as to the immediate future of business, are 
receding in price and the majority have made new lows. 

In theory and doubtless in fact the capitalist class is 
unfriendly to the Administration and its policies, but 
it has not shown its disapproval by refusing to buy 
Government bonds. The banks hold $9 billions and 
the public, the capitalists large and small, have the re- 
mainder of a total of $27 billions. Of course, money 
can no longer be exported or converted into gold, and 
foreign countries are none too stable, but this enthusi- 
asm for Governments is a great tribute to the funda- 
mental position of the country. 

Other bonds are faring equally well, so well, in fact, 
that financial institutions have turned to choice seconds. 
Of the higher grades, Atchison general 4s recently sold 
at 106, and they are an index of prices in that division 
of the list. But since 1920, in periods when traffic was 
as good as or better than now, they sold as low as 69. The 
present phenomenal bond market has been under way 
for five months, and there are those who say it can 
last two years. 


Calculations even when based on ex- 
Stocks perience or history seldom come up to 
expectations. Bonds cannot continue 
their advance indefinitely. In fact, 
Ignored when bonds sell above their call price, 
as many now do, it is itself a danger 
signal. Some day something will happen to change the 
financial current, real inflation or its antithesis mone- 
tary stabilization, and in all probability before the two 
years are up, and when enough bondholders sense the 
change and simultaneously give orders to sell, the bond 
market will suddenly collapse. Or if the -course of- 
money rates turns upward, bond prices may go into a 
long decline. It is worth remembering that in 1920 
Liberty Bonds with 47 per cent coupons sold at 82 and 
gilt-edged industrials in proportion. We had precisely 
the kind of Government then that those of means con- 
sider ideal, and, though few knew it, we had too, nearly 
a decade of extraordinary prosperity before us. 
Analyzing the stock market of the last several 
months, it shows that in principle and trend it is under- 
going many important changes. Stocks with ex- 
ceptional earnings go against the trend. Stocks, how- 
ever, have not yet reached the point where they sell at 
a yield commensurate with the general risk inherent in 
all stocks, or on the basis of, say, ten times current 
earnings. Many stocks recently sold at thirty to fifty 
times earnings, and the yield on the more substantial 
ones was not much better than on a good bond. But 
the market has proved that stocks paying dividends 
hold up better than stocks that do not pay dividends, 
and that the purely speculative, non-dividend paying 
stocks drop daily lower. Innumerable among the cheap- 
est stocks, those selling under $10 at their high of the 
year, have lost more than 75 per cent of their quoted 
value. 
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There is increasing evidence of the 

More financial destruction inherent in the 

of the Tennessee Valley Authority and its 

methods of acquisition and competition. 

TVA The latest to be threatened with in- 

security is the Duke Power Company 

of North Carolina. The board has granted Greenwood, 

S. C., $2,767,000 for construction of a publicly owned 

power plant. Duke Power furnishes service in this 

area. Its protests have been overruled and the project 
is going forward. 

The principal beneficiary of the profits of Duke 
Power is Duke Foundation, an educational and philan- 
thropic organization founded -by James B. Duke, the 
tobacco man. What the company and the Foundation 
fear is that TVA will give grants to other communities 
served by Duke Power which in the aggregate will 
destroy the earnings of the company and impair the 
income of the Foundation. As an incident to the main 
objection, it is claimed that the Greenwood plant is 
being erected for the benefit of one large textile mill in 
the county which will take 80 per cent of the current 
at a price so low as to be equivalent to a subsidy. 

Duke Power has $62 millions of bonds outstanding 
which are owned largely by the Foundation, and a mil- 
lion shares of common stock which pays $4 dividend. 
The Foundation also has an interest in the earnings 
after the payment of fixed charges. If TVA were to 
buy Duke Power as it did Tennessee Public Service and 
dump such an enormous sum of money in the laps of 
the bondholders they would be unable to reinvest it 
now at anywhere near the same yield, the stockholders 
would lose all or part of their investment and both 
would be forced to pay additional taxes for the losses 
resulting from the operation of the plant by a Govern- 
ment bureau. It is a discouraging prospect and one 
which involves triple financial jeopardy. 


It is in the interest of exchanges and 

Monthly their customers that all corporations 

Reports shall keep their books on a uniform 

system decided upon by the Securities 

Needed and Exchange Commission and that all 

shall report uniformly at fixed short 

periods. Profits and deficits despite all rhetoric to the 

contrary hang upon the same set of circumstances in 
all businesses. 

Some accountants in defense of their clients are al- 
ready beginning to churn the waters with talk of 
“irrelevant matter that would be costly to compile.” 
Nothing that furnishes information to stockholders and 
investors is irrelevant, and as to the cost, every com- 
petent directorate will already have ordered the in- 
formation compiled for themselves. It would mean 
sending a copy to the exchange. 

The greatest service the Commission can perform 
for the small investor, and he is vastly in the majority 
and needs such help the most, is also to compel cor- 
porations to report their earnings monthly and for the 
twelve months, with comparative figures for the pre- 
vious like periods. If large railroads, utilities, banks 
and chain stores can furnish such reports surely all 
corporations can. If Mr. Rockefeller’s companies 
voluntarily led the way others would follow. 

How can the investor guide himself intelligently and 
safely except by fresh facts, and why shall a director 
have an advantage over him of from three to eighteen 
months? 
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Why Consolidated Gas 
Profits Declined 


Gross off 1.5 Per Cent 
Net Down 39.5 Per Cent 


HE income account of the Con- 

solidated Gas of New York for 
the quarter ended June 30, throws 
some interesting sidelights upon the 
operations o f 
our utilities un- 
der the New 
Deal. Although 
the company re- 
ported a gain of 
6.3 per cent in 
the sale of elec- 
tricity compared 
with the  cor- 
responding 
quarter of last 
year and a de- 
f cline of but 1.4 
George B. Cortelyou per cent in gas 
Chairman, Cons. Gas sales, gross rev- 
enues recorded a decline of 1.5 per 
cent. A larger proportion of elec- 
tric and gas sales this year is being 
made to domestic customers, where 
the larger profits lie, but the rate 
reduction ordered by the Public 
Service Commission, amounting 
roughly to 6 per cent, has lowered 
revenues from this service as the 
funds in dispute have been set aside, 
pending Court adjudication. 


Higher Costs Under NRA 


Operating expenses in the second 
quarter were 10.8 per cent higher 
than one year ago, due largely to 
increased Federal and local taxes 
and higher operating costs incident 
to the NRA. The 3 per cent Federal 
tax on the sale of electricity, shifted 
from consumer to producer on 
September 1 last, is costing the Con- 


Analysis, Consolidated Gas of N. Y. 


June 30, statement 


Percent- 
Quarter ended June 30 age 
1934 1933 Change 
Sales of Gas 


Meubicft. 9,817,893 9,960.437 — 1.4% 
Sales of Electricity 
M Kwh... 1,077,719 1,011,480 + 6.3 


Sales of Steam 
2,008,012 2,184,854 — 8.1 


Cons. Gross 
Revenue.. $53,863,576 $54,678,074 — 1.5 


Operating 

xpenses. 40,833,053 36,859,356 +10.8 
Fixed 

charges... 5,550,508 5,519,888 + 0.6 


Net income 
before Mi- 
norityint. $7,480,014 $12,298,830 —39.5 
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solidated Gas system about $3 mil- 
lions per annum. Wages were in- 
creased and employees added under 
the NRA. Costs of materials and 
supplies likewise have risen during 
the past year. Following the cue of 
the Federal Government, the local 
tax authorities have imposed an 
additional sales tax upon operating 


companies in the metropolitan area. 
Through these avenues there was 
diverted $3.9 millions in the June, 
1934, quarter which was passed on 
to common stockholders in the cor- 
responding period of last year. This 
is at the annual rate of $15.9 mil- 
lions, representing a reduction by 
that amount in annual earnings of 
the company. In 1933 the company 
showed $38 millions available for its 
common stock. On the basis of 
present revenues and operating ex- 
penses this is likely to be reduced to 
about $23 millions, equal to about 
$2.20 per common share, for 1934. 
The rather narrow margin over 
current dividend requirements en- 
courages little optimism concerning 
continuance of the present dividend 
rate. 


Two Sound 


Shoe Stocks 


A review of the progress of the shoe industry reveals 
the attractive position of International Shoe and 
Endicott-Johnson 


F ILLING a primary need, the shoe 
industry has been able to main- 
tain production schedules on a rela- 
tively stable basis throughout the 
depression. The _ recession from 
1929’s record of 381.4 million pairs 
to the 1930 low was only 20 per 


cent. Production for more than a. 


year has gained rapidly; 1933 with 
an output of 350.4 million pairs top- 
ped the previous year by 11.8 per cent. 
During the first five months of the 
current year output continued on a 
large scale and was 14.4 per cent 
above production for the correspond- 
ing five months in 1933, although of 
course the latter period included 
three months of extremely low busi- 
ness activity. Present indications 
are, however, that production for 
1934 is unlikely to surpass ma- 
terially that of 1933 when in ex- 
pectation of higher prices dealers 
eagerly replenished their depleted 
shelves, 


Demand Concentrated 


Demand is still concentrated in 
the low priced class; some improve- 
ment has occurred in medium priced 
shoes, but the higher priced mer- 
chandise still moves slowly. Shoe 
manufacturers who do their own 
tanning have had the benefit of low 
inventory costs during the major 
part of 1933 and therefore prices for 
finished products were relatively 
slow in reflecting the rising trend of 
hide and leather prices. 


Quotations for heavy native steer 
hides last year advanced from 5 
cents a pound in February to almost 
15 cents in August, but since Octo- 
ber have been maintained between 
83 and 104 cents. Disregarding pos- 
sible monetary developments there is 
little indication of early material 
advances in hide and leather prices; 
on the contrary, as a result of re- 
cent large cattle slaughter in pursu- 
ance of government relief activities 
the current supply of hides is un- 
usually large with a depressing ef- 
fect upon the price structure. This 
prospect has prompted several com- 
panies to consider reductions in 
wholesale prices of from 5 to 10 
cents per pair in staple lines for 
fall business, 


Status of the Shoe Leaders 


The well entrenched companies in 
this industry are conservative in- 
come producers but generally offer 
only little prospect for material 
price appreciation. International 
Shoe is currently selling at around 
15 times and Endicott-Johnson at 
about 16 times prospective an- 
nual earnings on the basis of their 
reports for the first six months of 
their current fiscal years. The com- 
mon stock of International Shoe of- 
fers a yield of 4.7 per cent, and Endi- 
cott-Johnson returns 5.5 per cent. 
Both situations are fundamentally 
sound and the stocks are suitable 
for commitments for income. 
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VALUABLE FOR 
FUTURE REFERENCE 


International Harvester Company 


EADING manufacturer of farm ma- 
No. 33 chinery and large producer of industrial 


tractors and motor trucks. Production 


process well integrated from raw materials 
to finished goods. Operates plants in the U. S. and abroad. 

Efficient and progressive management; conducts research 
activities on largest scale in industry. Very conservative 
financial policies as evidenced by accumulation of large 
reserves during prosperous times. 

Sound capital structure. No bonds; 816,925 shares of 
7 per cent ($100 par) preferred stock and 4,243,317 shares 
of ue par 

ery strong financial posi- 
EE tion. Working capital at end 


o— of 1933, $212.8 millions in- 
: cluding $27 millions in cash 
_ and $25.7 millions in U. S. 


Treasury obligations. Work- 
ing capital ratio 11.9-to-1. 
Deficit per share Book value of common, $58.38 

1926 1927 1928 1829 1930 1931 1932 1933 per share. 
3 : Common dividends paid at 
Adjusted to 4for-l split-ub = rate of $2.50 from 1929 to 
1931; gradually reduced to 


present 60-cent annual basis. 

Company’s earnings naturally follow fortunes of agricul- 
tural industry. Truck business has captured increasing 
proportion of the country’s total, but bulk of company’s 
earnings will doubtless continue to be derived from agricul- 
tural implements. Large part of business done on time 
payments, which often have to be extended but result in 
negligible percentage losses. 

Common stock seldom affords a satisfactory yield, high 
price-to-earnings ratio reflecting company’s habitually 
strong financial position. 

Publishes earnings once a year. Appraisal Rating: C+. 


Jewel Tea Company 
DISTRIBUTES coffee, tea and other pack- 
No. 34 aged groceries under own name by 


means of auto-truck routes. Sales are 


stimulated by the offering of coupons for 

remiums; payment being made by credits received from 
~—s purchases. Only one nationally advertised article is 
handled at a time, with the brand changed every two weeks. 
Acquisition of a chain of self-service stores in Chicago area 
in 1932, numbering 84 units, newest venture. 

Management alert and progressive. Purchasing organ- 
ization, especially, is highly regarded by trade. 

Capital structure extremely simple. No bonds or pre- 
ferred stock; 280,000 shares of no par common stock, in- 
cluding 13,587 shares held for 
employee subscription. 

Sound financial condition. [1% 


Working capital at the end of Jf, Price Range 
1933 was $3.5 millions, includ- | Ua 
ing cash and marketable 


securities of $2 millions. 
Working capital ratio was 
3.8-to-1. Book value af com- 

ividends paid without in- 
terruption since 1925. Present 
rate $3, established last year. 

Sales and earnings have held up well in the past four 
years, reflecting the soundness of the company’s merchan- 
dising policy. Newer venture with retail food stores should 
eventually augment revenues, but may require time to co- 
ordinate units. Cost increases under NRA Codes should be 
relatively small, and company should benefit from restric- 
tions against loss leaders. Almost 50 per cent of route 
sales consist of coffee; tea, 5 per cent. 

Stock does not possess the characteristics of a market 
leader, and is chiefly interesting as an income producer. 
Appraisal Rating: C+. 


RECENT INTERIM EARNINGS PER SHARE OF COMMON: 


JEWEL TEA CO. 


——1929— —1930——— 1931 1932 1933——_ 
28 wks. 28 wks. 24 wks. 28 wks. 25 wks. 28 wks. 24 wks. 28 wks. 24 wks. 
July 13 July 12 Dee. 27 July 11 Jan. 2* July 16 Dee. 31 July 15 Dee. 30 
$2.86 $3.17 $2.92 $2.81 $2.06 $2.00 $1.77 $1.09 $2.16 
*Ended Jan. 2, 1932 
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S. S. Kresge Company 


SECOND largest of the variety chains in 
No. 35 the United States, operating 679 stores, 


half specializing in general merchandise 


from five cents to 25 cents and the balance 
from 25 cents to $1, located primarily in New England and 
the Middle Atlantic states with some stores scattered as 
far west as Nebraska and as far south as Virginia. Also 
operates 44 stores in Canada. 

Founded in 1897 by S. S. Kresge, now Chairman of the 
Board, who has been one of the leaders in the development 
of the chain store idea. Present active management has 
grown up in the business. 

Capital structure well balanced: $22.2 millions of bonds, 

shares o per cent 
BS) ($100 par) preferred and 5.5 


Price million shares of $10 par com- 


Strong financial position. 
Working capital at end of 
1933, $22.8 millions including 
eash of $9.4 millions. Work- 
ing capital ratio 5.1-to-1. Book 


Adiuste d 10 50% stock value of common, $16.15 a 
dividend in 1929 share. 

Unbroken dividend record 
from 1913 to January, 1933, when payments were sus- 
pended. Dividends resumed September, 1933. Present 
rate 80 cents. 

Rapid expansion of chain curbed in 1931. Management 
now concentrating on improvement of existing locations in 
order to improve efficiency and profit margins. Spread 
of discriminatory taxation against the chains is a factor 
of uncertainty in several states in which the company 
operates. 

Preferred stock (not callable until January 1, 1937) a 
high grade investment. Common stock always enjoys a 
good degree of marketability although it often moves in a 
relatively wide price range. 

Reports earnings annually. Appraisal Rating: B. 


P. Lorillard Company 


ITH “Old Gold” its most important 
No. 36 single product, takes fourth place among 


leading producers of popular priced ciga- 


rettes. But company’s primary source of 
income is a broad line of manufactured tobacco products. 
Accounts for half of the country’s output of small cigars, 
selling for five cents and less. 

Management satisfactory, although it launched its popu 
lar-priced cigarette brand rather late in the race. -Financial 
policies conservative, and advertising (highly important to 
this business) usually productive. 

Sound capital structure: $15 millions of bonds, 98,076 
shares of 7 per cent ($100 par) preferred and 1,887,862 
shares of no par common. 

Strong financial position. 
Working capital at end of 
1933, $54.3 millions including 
$9.3 millions in cash and $9 
millions in government securi- 
ties. Working capital ratio 
24.4-to-1. Book value of com- 
mon, $18.93 per share. 

After a lapse of 4% years 
common dividends were re- 
sumed July 2, 1932, on present 
annual $1.20 basis. 

Profit margins on “Old Gold” in 1933 virtually nil; 
partially restored by wholesale price rise early in 1934, 
though partly offset by higher production costs under NRA 
Should experience further earnings growth although future 
expansion not likely to be spectacular. Possibility of a tax 
reduction on popular priced cigarettes is also a factor for 
future consideration. 

The preferred is inactive but is stable income producer. 
The common as the lowest priced among the leading ciga- 
rette stocks enjoys a broad market but usually moves in 
narrow ranges. 

Publishes earnings once a year. Appraisal Rating: C+. 
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McKeesport Tin Plate Company 


FouRTH largest producer of tin plate, but 
dependent almost wholly upon this line 


om oF whereas the three leaders are major integ- 


rated and diversified steel units. Subsidiary 


Metal Package Corp. has built up a profitable business in 
the manufacture of cans and other containers from the 
parent company’s tin plate. ; 

Able and efficient management accomplished an earnings 
growth of about 150 per cent in the period from 1923 to 
1930 with plant capacity remaining practically stationary 
and sales increasing only moderately. 

Capitalization extremely simple. No bonds; only 300,000 
shares of no par capital stock. poh 

Financial position very 
strong. Net working capital 
at end of 1933, $5.3 millions 
with cash of $2.5 millions. 
Working capital ratio: 5.9-to-1. 
Book value of common $57.11 
per share. 

Steady and liberal dividend 
payments extending back over 
25 years. Present rate $4. 

Company is well entrenched 
in its field but is subject to 
potential disadvantage under 
unusual circumstances which might arise, because of its 
dependence upon one specific line of activity. The use 
of cans for packaged products appears on the upgrade 
rather than in retrogression and under these circumstances 
McKeesport’s prospects are encouraging. 

The stock appears likely to continue to afford an attrac- 
tive dividend return but at times fluctuates widely in 


MC KEESPORT TIN PLATE 


market price due to comparatively small floating supply. . 


Appraisal Rating: B+. 
RECENT SEMI-ANNUAL EARNINGS RECORD PER SHARE OF COMMON: 


1930 — 108 — 
June 30 Dec. 31 June 30 Dee. 31 June 30 Dec. 31 June 30 Dee. 31 June 30 
$5.05 $3.30 $4.24 $2.27 $2.23 $2.78 $2.38 $3.91 

North American Company 
"THROUGH operating subsidiaries supplies 
No. 38 electricity, transportation, gas and mis- 
cellaneous utility services to four geographic 


areas. Has 19 per cent stock interest in 
Detroit Edison, 33 per cent interest in Pacific G. & E. and 
74 per cent interest in No. American Lt. & Pr. 

Management has avoided those holding company pro- 
grams which have come in for much criticism in recent years. 

Capital structure fairly sound, although 55 per cent of 
bonds and 29 per cent of preferred stocks somewhat larger 
in proportion to stated value of common than is true of 
average holding company. Consolidated capitalization: 
bonds, $269.5 millions; preferred stock, $167.2 millions; 
8,148,280 shares of no par 
common. 

As result of policy of pay- 
ing dividends to common 
stockholders in stock, has 
built up strong financial posi- 
tion: Working capital at end 
of 1933, $26.6 millions in- 
cluding $15.6 millions of cash 
and government _ securities. - 
Working capital ratio was 
2.1-to-1. Book value of com- 
mon, $24.42 a share. 

Dividends on common at annual rate of 10 per cent in 
common stock continued from 1923 to 1933, when the rate 
was reduced to 8 per cent. Present annual rate, 50 cents 
in cash and 4 per cent in stock. 

Progress is largely contingent upon growth of the elec- 
trie light and power industry. 

The pyramid character of the company’s capital structure 
results in sharp price changes by common on relatively 
small changes in net earnings. Appraisal rating: C. 


RECENT YEARLY EARNINGS PER SHARE OF COMMON, 12 MONTHS ENDED: 
(Average shares outstanding) 


NORTH AMERICAN CO. 


Price Rai 


1926 1927 1928 1! 


Adjusted to various 
stock dividends 


1932 —1934— 
Mar. 31 June 30 Sep. 30 Dec. 31 Mar. 31 June 30 Sep. 30 Dec. 31 Mar. 31 
$3.16 $2.83 $2.42 $2.01 $1.63 $1.47 $1.43 $1.22 $1.19 


Owens-Illinois Glass Company 


THE largest manufacturer of bottles and 
glass containers and also an important 


nated manufacturer of bottle making machinery. 


Beer and other alcoholic beverage bottles 


have assumed great importance in company’s business since 
legalization but full line of industrial containers for many 
purposes is manufactured. Also makes other glass products. 

Management is very aggressive. Management bonus 
plan, based upon percentage of company’s earnings, pro- 
vides incentive for achievement. _ 

Capital structure simplest possible, consisting solely of 
1,200,000 shares of $25 par capital stock. Last of funded 
debt eliminated in 1933 when all bonds were retired. 

Financial position very 
strong. Working capital at 
end of 1933 was $16.2 mil- 
lions, including $2 millions 
cash. Heavy inventory posi- 
tion but current liabilities 
small. Working capital ratio: 
6.6-to-1. Book value of com- 
mon stock, $37.01 a share. 

Dividend record more stable 
than most industrials. Pay- 
ments on common _ totaled 
$2.50 in 1933 as against $4.50 
in 1929. Present annual dividend on common $3. 

Sharp expansion in operations and profits attended 
legalization of beer and repeal of prohibition since com- 
pany obtained very large part of new business in thee 
fields. Since beer bottles are refilled, this business has now 
stabilized on replacement basis. Use of liquor bottles for 
refills prohibited, but this business also leveled off. 

Stock should be stable income producer in future and 
should take on market characteristics of stock of this type 
in contrast to spectacular action as “repeal stock” in 1933. 
Appraisal Rating: A. 


RECENT YEARLY EARNINGS PER SHARE OF COMMON, 12 MONTHS ENDED: 


OWENS - ILLINOIS GLASS 


Present stock listed on 
N.Y.S.E. in 1929 


1932 1933 ——1934— - 
June 30 Sep. 30 Dee. 31 Mar. 31 June 30 Sep. 30 Dee. 31 Mar. 31 June 30 
$1.46 $1.68 $1.62 $2.02 $3.14 $3.86 $4.86 $5.77 $4.88 


The Pennsylvania Railroad Company 


NE of the world’s largest railroad 

systems, operating about 11,500 miles of 
road. Also has interests in highway and 
water carriers, and in non-affiliated rail- 
roads operating outside its territory, notably in New Eng- 
land. Main lines extend from New York, Philadelphia, 
Baltimore and Washington to Chicago and St. Louis. 

Management, under leadership of W. W. Atterbury, is 
generally regarded as one of the most capable in the rail- 
road world. 

Like most roads, has large funded debt, but capitaliza- 
tion is better than the 50 per cent bonds—50 per cent stock 
balance regarded as standard in rail financing. Funded 
debt about $595 millions; 13,- 
167,696 shares of capital stock 
of $50 par value; no preferred 
stock. 

Stronger financial position 
than average railroad; work- 
ing capital at end of 1933 was 
$16.6 millions including cash 
of over $19 millions. Work- 
ing capital ratio was 1.2-to-1. 
Book value of common, $89.91 
per share. 

One of the few roads to pay 
dividends in every year of depression. Rate fluctuated be- 
tween $3 and $4 in years 1923 to 1931; payments of 50 cents 
made in 1932 and 1933. Not now on regular dividend basis; 
two 50-cent pores already declared for 1934. 

Serving the highly industrialized eastern section, it 
might have been logical to expect large deficits for the 
depression years. Ability to earn in excess of $1 a share 
in every year of depression is impressive. 

Stock in past a conservative, income producing equity; 
restoration of former standing may be confidently expected. 

Operating statements monthly, but full reports published 
only once a year. Appraisal Rating: B 


No. 40 


PENNSYLVANIA RAILROAD 


Adjusted to rights offered 
in 1928 and 1 


NEXT 


FUTURE REFERENCE 


41—R. J. Reynolds Tobacco . 
42—Standard Oil of Calif. 
43—Transamerica 


44—U. S. Smelting 
45—Vick Chemical 


46—Westinghouse Electric 
47—Yale & Towne 
48—Zenith Radio 
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LTHOUGH the possible effects 
of the new Federal Railroad 
Pension bill constitute only one ele- 
ment in the estimated $350 millions 
annual increase in railroad company 
expenditures, the discussion of the 
new retirement law has apparently 
been responsible for much of the 
“bearishness” which has_ recently 
been prevalent in respect to rail 
stocks. It is quite possible that the 
fears will prove to have been ground- 
less, since leading railroad attorneys 
seem confident that the legislation 
will be invalidated by impending 
court tests on the ground of uncon- 
stitutionality. Nevertheless, since 
other legislation of a similar type 
may eventually be passed and 
sustained by the courts, if the 1934 
bill is rejected, it is worth while to 
examine the probable effects of such 
legislation upon the earnings of in- 
dividual carriers. 


Some Roads Unaffected 


Some companies would be affected 
little or not at all as far as net 
earnings are concerned, since they 
have had liberal pension plans in 
operation for many years. Others 
have contributed relatively little or 
nothing at all to pension funds, and 
for these carriers the reduction in 
net income which would be effected 
by application of the 1934 law would 
be substantial. The accompanying 
tabulation shows the indicated dif- 
ference in earnings per share of com- 
mon stock, calculated on the basis 
of 1933 payrolls and pension outlays, 
if any. These estimates, while sub- 


What the New Railroad 
Pensions Will Cost 


A study of the possible effects of the new Federal 
Railroad Pension bill on leading carriers. 


ject to qualifications, give a reason- 
ably accurate picture of the effects 
upon net income of leading roads. 
Stockholders of many carriers should 
find them reassuring, since they in- 
dicate only a small burden on a per 
share basis. On the other hand, it 
is interesting to note that some of 
the largest increases in expenditure 
are indicated for roads already in 
receivership and those in weak 
financial position. 

The application of compulsory pen- 
sion systems to bankrupt railroads 
raises some interesting problems. 


Obviously, costs cannot be increased 
indefinitely unless a rise in income 
can be effected in some way. The 
railroads are requesting a 10 per 
cent increase in freight rates to 
cover new pensions and other in- 
creases in expenditures, many of 
which are the result of Administra- 
tion policies. While a general 10 
per cent rate increase is not de- 
sirable, and the most that can be ex- 
pected is a moderate increase in 
rates on commodities and goods 
which are not in the highly com- 
p titive groups, protracted rate pro- 
ceedings before the I.C.C. would 
draw attention to the railroads’ prob- 
lems and might do a great deal of 
good in the way of forestalling ad- 
verse legislation and creating senti- 
ment in favor of regulatory laws for 
competing carriers. The prospect of 
a general increase in business ac- 
tivity in the fall and in 1935 remains 
as the most important factor in the 
outlook for rail earnings. 


Municipal Ownership Fever Ebbing 


LITTLE more than a year ago 
the public ownership movement 
was running at high tide in this 
country. The generous offer of the 
PWA to finance such projects from 
the general tax fund by an outright 
gift of 30 per cent of total cost and 
advance of the remainder at 4 per 
cent had local politicians scrambling 
for “pork.” But the politicians, both 
local and national, failed to guage 
the temper of the one who pays the 
piper, the taxpayer. As far as mu- 
nicipalities are concerned, the cit- 
izens are becoming debt conscious. 
They are doggedly refusing to sanc- 
tion any moves on the part of their 
communities which will add to the 
local tax burden. Municipal owner- 
ship of local utilities in every in- 
stance means increasing the public 
debt. Promises of savings in the 
light bill have been too nebulous. 


EFFECTS OF COMPULSORY PENSIONS ON INDIVIDUAL ROADS 


(Based upon the difference between voluntary pension payments made in 1933, if any, 
and the compulsory payments on 1933 payrolls under the terms of the new Federal law.) 


Additional 
Pension 
Cost Per 
share of 
Railroad Common Stock 
Atchison, Topeka & Santa Fe... .$0.33 
1.06 
Chicago & Eastern Illinois....... 1.00 
Chicago Great Western ........ 0.52 
Chicago, Mil., St. P. & Pac..... 1.25 
Chicago & North Western .. 0.38 
Chicago, Rock Is. & Pacific...... 0.68 
Delaware & Hudson .......... 0.40 
Delaware, Lackawanna & Western 0.15 
Kansas City Southern .......... 0.18 


act been in force in that year. 


Additional 
Pension 
Cost Per 
share of 
Railroad Common Stock 
Louisville & Nashville .......... 0.47 
Missouri-Kansas-Texas ........ 0.15 
0.66 
og York Contral ........ 0.50 
N. , Chicago & St. Louis. 0.95 
N. Y” New Haven & Hartford. 0.08 
Norfolk & Western ............. 0.23 
St. Louis-San Francisco ........ 0.65 
Southern Pacific .......... 0.18 
Southern Railway ........ 1.09 
1.18 
Western Maryland ............. 0.10 


*Actual 1933 pension payments apparently in excess of compulsory contributions had 
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During the past year a large num- 
ber of elections have been held in 
various parts of the country on the 
public ownership question. Only two 
large cities voted in favor of munici- 
pal ownership, Knoxville, Tenn., and 
Camden, N. J. In contrast, citizens 
of Cincinnati, Birmingham, Salt 
Lake City, and St. Paul vetoed the 
proposal. The vote in Knoxville was 
influenced largely by the TVA. As 
it turns out that city will ultimately 
own its own power system without 
the cost of a single cent, thanks to 
the financial legerdemain of the 
TVA. It appears likely that Cam- 
den will have ample opportunity to 
reflect upon its precipitate action of 
last November as the New Jersey 
Senate refused to pass enabling legis- 
lation which would have made Cam- 
den eligible for the $6 million PWA 
loan. 


More Defeats for Politics 


In Muncie, Indiana, Judge Walter 
S. Bent of the Superior Court has 
granted a permanent injunction, re- 
straining the city from holding an 
election on municipal ownership on 
the grounds that a city could acquire 
utility property, under the 1913 law, 
only in cases where the majority of 
property was located within the 
city’s limits. In Moberly, Mo., the 
citizens on July 24 defeated, three- 
to-one, the proposal to construct a 
municipal electric light and power 
plant, despite the fact that applica- 
tion for a PWA loan and grant for 
the purpose had been approved. 
These are healthy signs as they indi- 
cate that legitimate business still 
has friends in the Courts, among the 
people and even among the law- 
makers themselves. 
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ROOM 


Or Gossip a Customers’ Man 
_ Hears Around Broad and Wall i 


Anenican TEL. & TEL. will not reduce its dividend at the directors’ meeting 
next week, according to those who believe that President Roosevelt has asked 
them not to. . . . Well, maybe there is something in the close contact be- 
tween F. D. R. and A. T. & T.—the Bell System is supplying the President with 
a direct wire to Washington all through his itinerary across the country. f 
Speaking about that vacation in Hawaii, there are a good many businessmen who 
wish it was over because their trade statistics have been doing the hula-hula 
during the last few weeks—in other words. the figures are swaying. 

Those who are always worrying about “rainy days” will probably be in- 
terested to know that the umbrella industry sold only $5 millions last year against 
$26 millions in 1929—which classifies an umbrella as a luxury, except when 
you’re caught in a thunder shower. This is a reminder that the newest 
in sprinkler systems bursts a bomb which smothers a fire, rather than ruining 
everything with water. 


W ESTINGHOUSE ELECTRIC is doing its part to recondition the American Navy 
in preparation for what is being called “the next war”’—an order just received 
calls for new generating systems for the battleships Texas, New York, Nevada 
and Oklahoma. As a result of the recent disarmament conference it is 
apparent that Britannia not only wants to rule the waves—she also wants to 
waive the rules. . Don’t be surprised to see E. L. Cord in the news again 
—he’s taking no vacation this summer, as such. But whether or not 
Mr. Cord has anything to do with those motor merger rumors, which will not 
down, is still a matter of question—and there are many in Detroit who are firmly 
convinced that another combine, similar to G. M. or Chrysler, is coming before 
the yearend. . . . Houseboats of the highway, a new type of elaborate trailer 
with all facilities for eating and sleeping, are the newest interest of Henry L. 
Doherty—to carry more customers to his Florida real estate development? .. . 


S ranparp Ow (N. J.) is trying to grin and bear it these days with Socony in- 
vading New Jersey for the first time and Texaco grabbing the contract to sell 
all lubricants to Public Service of N. J. And we wonder how the big 
electrical equipment manufacturers feel now that the electrification of the rail- 
roads simply means a Diesel-electric engine—no third rails or electric trolley 
wires required. With all this talk about cheap power, it is interesting 
to find that a prominent chemical company which produces a surplus over its 
own requirements has been offering 100,000 KW without cost to anyone who can 
use it—to date nobody wants it. If you hear about a new instrument 
called the “Polargraph” don’t think it has anything to do with the Polar Regions 
—it’s used to solve chemical problems. Perhaps the most ingenious 
device invented this year, however, is a machine for opening oysters—and it can 
be adjusted to catch the pearls, if any. 


J OSEPH P. KENNEDY is being more and better liked in Wail Street because of the 
way he does, things—the fact that he has nine children has deeply impressed the 
family men downtown. But there are a good many “small investors” 
with less than $1,000 margin accounts who don’t want the kind of protection 
which would eliminate them altogether—and they’re saying so, too. 

Well, if the shoestring speculator is through will the Stock Exchange wear only 
button shoes from now on?—there are those who think that the N.Y.S.E. 
going barefooted for awhile. Speaking of barefeet, the nail polish nal 
facturers are doing a nice business this summer selling polish to the girls for 
their toenails—not to mention the nails of the lapdog, house cat and canary 
bird. . . . In a similar vein the shoe polish manufacturers are packing 
suede shoe powder in beauty compacts—to keep the noses of dainty footwear from 
getting shiny. 


Roxy (S. L. Rothafel) who has been out of work since he left Radio City Music 
Hall will soon have a new réle as master of ceremonies on the radio selling 
Fletcher’s Castoria for Sterling Products—the children cry for it. 

Another strange advertising tie-up is Johns, Manville pushing Piper Brut 
champagne—sort of a dry combination. And isn’t it an unusual state 
of affairs with the drought stricken areas begging for water while the Chicago 
Fair is using 67,125 gallons per minute to run its Grand Fountain. Now 
you can smoke your cigar down to the last half-inch because a new cigar on the 
market is with an individual Bakelite holder—if the cigar butt is eliminated, 
fewer fingers will be stepped on in the mad rush to get something for nothing. 
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Odd Lots 


Experienced investors know 
the value of diversifying 
their security holdings into 
various classes of seasoned 
high grade issues. 

The conservative new inves- 
tor will want to know the 
many advantages offered to 
both large and small inves- 
tors in purchasing Odd Lots 
of sound securities. 

We have prepared an inter- 
esting booklet which explains 
trading procedure and our 
requirements. 


Ask for F. W. 636 


100 Share Lots 


John Muir&@ 


Members 
New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request 


STOCKS — BONDS 
| 
| 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


| 


New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 


Members { 
and other leading °rchanges 


60 Beaver St., New York 


INVESTMENT HINTS 


and other valuable information on 
trading methods in our helpful 
booklet sent on request. 


Ask for K-6 
100 SHARE OR ODD LOTS 


& (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 


WHAT to BUY ? 


Ane number of tipsters will tell you what fn 
buy. But past experience has undoubtedly 
pM. you the worthlessness of their advice. 
Don’t depend on unfounded tips when there is 
an opportunity to learn how to trade and invest 
successfully. 
“STOCK MARKET STUDIES.” a course of train- 
ing and instruction by H. M. Gartley. furnish 
the fundamental knowledge which, together with 
your own market observations, will place you in 
a position to decide. with assurance, the ques 
tion “WHEN and WHAT to BUY for PROFIT”. 
Brochure completely describing course, 
sent upon request. 


H. M. GARTLEY, INC. 


76 William Street w York 
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AMONG THE BULLS AND BEARS 


% The ratings used are from 
The Financial World Inde- 
pendent Appraisals. Keys re- 
fer to F.W.’s Factographs. 


Amerada 4 B 

Longer term holdings of the com- 
mon need not be liquidated at recent 
prices of around 43. Gross revenues 
gained slightly in the second quar- 
ter, but higher write-offs for amor- 
tization and drilling expenses re- 
sulted in earnings of 65 cents a 
share, unchanged from the first 
quarter. The industry is now enter- 
ing the period of declining gasoline 
consumption and the price of crude 
oil may not be fully maintained, but 
Amerada’s large charges for intan- 
gible development costs where proven 
reserves have been found have pre- 
vented company from showing nor- 
mal earnings stability. 


American Bank Note 4 Cc 

Retention of the preferred at 43 
for income, and the common at 15 
as a strictly long term speculation, 
is advised. Operations were in the 
black in the second quarter, but 
after preferred dividends a deficit of 
21 cents a share brought loss for the 
half year to 60 cents a share as com- 
pared with 30 cents last year. Fi- 
nancial condition remains strong, 
and earnings have not yet reflected 
the benefits from contracts for the 
printing of several new bond issues 
which were recently floated, due to 
the normal lag in reporting such 
profits. 


Atlantic Refining 4 Be 

Not without longer term possibili- 
ties as a speculation at 22, if ap- 
proaching seasonal decline is recog- 
nized. The report of a profit of 
$1.12 a share for the first half, 
against a deficit of 37 cents a share 
in the first six months of last year, 
has encouraged some of the follow- 
ers of Atlantic Refining to hope for 
an increased dividend when direc- 
tors meet on August 10. More con- 
servative opinion, however, regards 
uncertainties in the oil situation as 
sufficient reason for not expecting 
any change in the dividend rate at 
present. 


Bendix 4 c+ 

Stock at 12 is not without possi- 
bilities for longer term commit- 
ments. Earnings in the second quar- 
ter of 36 cents a share were un- 
changed from the first three months, 
but below the June, 1933, period 
when 39 cents was earned. A fur- 
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ther recession in earnings will prob- 
ably be witnessed during the current 
quarter, as production of automo- 
biles has slackened, but prospects 
favor an improvement in activities 
in the fall months as preparations 
are made for the new automobile 
models. Profit margins are probably 
lower due to higher wage and raw 
material costs which have not been 
absorbed by increasing prices on 
manufactured products. 


Bethlehem Steel 4 c+ 

Long term holdings need not be 
disturbed at current prices of around 
27. The extent to which a big cor- 
poration can stage a comeback is 
clearly indicated in the comparison 
of Bethlehem Steel’s second quarter 
with the first. In the June quarter 
operations averaged 51.8 per cent of 
capacity, against 38.7 per cent in the 
March quarter, representing an in- 
crease of about 34 per cent. In spite 
of higher costs for labor and mate- 
rials in the last quarter, the com- 
pany was able to increase its income 
by 117 per cent. Present operations 
are now around 25 per cent of ca- 
pacity and not much in the way of 
earnings improvement can be ex- 
pected during the remainder of the 
year. 


Borg-Warner 4 B 


The stock at 20 is moderately | 


priced in relation to earnings ability 
and new purchases are warranted. 
Although operating income in the 
second quarter’ declined slightly, 
lower charges, -including interest 
and subsidiary dividends, enabled 
the company to report earnings of 
89 cents a share, as against 70 cents 
in the first quarter and 57 cents in 
the second quarter of 1933. Ship- 
ments of Norge refrigerators in the 
first six months were 190 per cent 
ahead of last year, accounting for a 
large proportion of the improved 
showing. 


RATING CHANGES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


COMMON 


Beechnut Packing A 
Electric Storage Battery. .B 
General Asphalt .... ....C 
Newport Industries 

Penick & Ford 
Sherwin-Williams 

Thompson (J. R.)........ Cc 


% Data obtained from sources 
regarded as reliable, but no 
responsibility is assumed for 
their accuracy. 


California Packing 4 B 

Continues to afford long pull spec- 
ulative attraction at 35. Moving 
against the market as a whole, Cali- 
fornia Packing last week advanced 
to a new high of 353 for the year. 
Recommended over a year ago at 
around 19 (FW, May 24, ’33), the 
stock has since given an excellent 
account of itself by gradually in- 
creasing its dividend rate to the 
present $1.50 annual basis. The 
company was little affected by 
strike developments and thus far the 
drought has not touched its particu- 
lar fields. With the current packing 
season now well under way, there is 
a good possibility that the company 
will finish the year with a report 
which will at least approach the 
$4.28 a share reported for the last 
fiscal year ended -February 28, 1934 
and there is a fair possibility that 
an increase will be shown. 


Caterpillar Tractor 4 B 

Continues to offer speculative pos- 
sibilities at 24 for long term holding. 
Fulfilling predictions previously 
made (FW, Jan. 24), Caterpillar 
Tractor last week doubled its annual 
dividend rate with the declaration of 
a 25-cent quarterly payment against 
124 cents previously. Earnings this 
year will probably show a marked 
contrast with the 16 cents a share 
reported for the full year of 1933 in 
that $1.10 a share has already been 
earned for the first six months of 
this year. In some quarters it is 
being predicted that profits for the 
year will exceed $1.50 a share even 
if no further expansion in sales vol- 
ume develops during the remainder 
of the current year. 


Childs 4 D+ 

The common at 4 is unattractive, 
and avoidance is still advised. Ex- 
penses and rents continue to absorb 
practically the entire gross revenues, 
and the company has not been able 
to pass these increases on to cus- 
tomers. A deficit of 16 cents in the 
second quarter was slightly better 
than the showing in the first three 
months when a loss of 19 cents a 
share was incurred, but the return 
to a profitable basis is not probable 
in the near future. Practically all 
of the restaurants, where legally 
possible, are equipped to distribute 
liquors, and fairly satisfactory sales 
have been a factor in the mainte- 
nance of gross. 
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Columbian Carbon 4. B+ 

Continues attractive for income 
and profit around prices of 61. The 
increase in the annual dividend to 
$3 (from $2) and the declaration 
of an extra 25-cent dividend at the 
last meeting of the directors of Co- 
lumbian Carbon in May has aroused 
hopes that another extra will be 
forthcoming at the dividend meeting 
on August 7. Earnings for the first 
six months of this year (which are 
due to be published next week) are 
expected to be over $2 a share, as 
compared with only 90 cents a share 
in the first half of 1933. As the last 
six months is normally more profit- 
able on a seasonal basis, there is a 
good prospect that earnings for the 
full year will approach $5 a share. 
The price situation in the carbon 
black industry continues distinctly 
favorable and it is not expected that 
there will be any important weaken- 
ing of quotations in the near future. 


Ingersoll-Rand 4 c+ 
Unattractive for income but holds 
some further possibilities as a specu- 
lation around prices of 55. The 
increase in the quarterly dividend of 
Ingersoll-Rand to 50 cents, follow- 
ing six consecutive quarterly distri- 
butions of 374 cents each, brings the 
annual payment back to the rate 
which was in force at the close of 
1932. Unfortunately the company 
does not publish interim earnings 
statements and its actual profits are 
unknown, but the increased dividend 
indicates that a marked improve- 
ment for 1934 will be shown over 
the one-cent a share reported for 
1933. While the company is pri- 
marily a capital goods manufacturer 
it is, at the same time, a four-way 
beneficiary of recovery in that it 
serves the construction, mining and 
roadbuilding industries and also 
manufactures Diesel engines, 


Lehn & Fink 4 C+ 

Continues unattractive for hold- 
ing, even around 17. Not unex- 
pected was the reduction of the an- 
nual dividend rate of Lehn & Fink 
for the stock had been affording a 
yield in excess of 10 per cent. The 
cut to $1.50 annually from the pre- 
vious $2 rate brings the payment 
within the limits of recent earnings 
but the outlook continues uncertain 
because of prevailing competition 
which the NRA did not eliminate. 
While the company had signed Eddie 
Cantor to help sell its Pebeco tooth- 
paste on the radio, it does not ap- 
pear that this will go far enough in 
increasing sales volume to offset re- 
cent price reductions. 


Libbey-Owens-Ford Glass4 B+ 

Continues to offer attraction at 
27, if a moderate yield will suffice. 
A revolutionary type of double 
glazed window, known as “Ther- 
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DIVIDEND NOTICE, 
PACIFIC LIGHTING CORPORATION 

Common Stock Quarterly Dividend No. 100 of 75 cents per share, payable 
August 15, 1934, to stockholders of record July 20, 1934. 

$6.00 Preferred Stock Quarterly Dividend No. 108 of $1.50 per share, payable 
July 16, 1934, to stockholders of record June 30, 1934. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. on 


PACIFIC LIGHTING CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and, Dividends 
for the Twelve Months Ended June 30, 1934 


Gross OperATiING REVENUE $42,616,238.08 
OpreRATING ExPENSES, TAXES, AND DEPRECIATION 
Operating Expenses $18,684,922.61 
5,740,5 11.22 
6,778,804.80 


31,204,238.63 
Net Operatinc REVENUE $11,411, 999.45 
OrHer INcoME 334,342.78 
Gross INcoME $11,746,342.23 
Depuct: 
Bond Interest 
Other Interest 
Amortization of Bond Discount 
and Expense 271,314.30 
$5,456,826.77 
Less Interest Charged to Construction 69,914.97 
Net Deductions 5,386,911.80 
Net Income Berore Divipenps ....... $6,359,430.43 
Depuct DivipENps OF SUBSIDIARIES: 
Preferred Stock $1,555,753.47 
Common Stock, Minority Interest 572.00 


1,556,325.47 


AVAILABLE FOR DIvIDENDS ON PREFERRED AND 
Common Stock or Paciric Ligutine Corp. $4,803, 104.96 
DivinENpDs ON PREFERRED STOCK 1,154,505.26 


AVAILABLE FoR DrvipENDs on Common Stock . $3,648, 599.70 
DivipeNps on Common Stock 4,825 ,893.00 


REMAINDER TO SURPLUS *$1,177,293.30 
Balance Available for Dividends 
on Common Stock Equals, Per Share ..... $2.27 
* Deficit 
PACIFIC LIGHTING CORPORATION, 488 CALIFORNIA STREET, SAN FRANCISCO 


Electric Bond and 
Share Company 


Two Rector Street New York 
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12 Stocks 


Experts Recommend 
Under New Conditions 


[™Vvestors today are faced with greater 
perplexity than ever in selecting sound 


investment or speculative issues. New con- 


ditions are producing new favorites. in 
strong positions to profit from reconstruc- 
tion programs ... many former market 
Jeaders dependent on professional sponsor- 
ship may never regain former positions. 


To help investors in this puzzling situa- 
tion. our Staff has selected from the recom- 
mendations of the leading financial authori- 
ties the 12 stocks most favored to meet 
present-day business and financial conditions. 


Send for this List FREE! 


yo may have this month's 12-stock re- 
port—invaluable at this time of uncer- 
tainty—without obligation, to introduce to 
you the UNITED OPINION method of stock 
forecasting which has proved so successful 
these past 15 years. This list is available 
through no other source. 


Ask for Bulletin FW-94 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. A "—: Boston, Mass. 


Our Monthly Market Letter 


rates 


Industries 
according to 


Profit Possibilities 
Copy sent upon request 


GOODBODY & CO. 


Members New York and Philadelphia 
Stock Exchanges, New York Curb Ev- 
change. Chicago Board of Trade and 
Commodity Exchange, Inc. 
115 Broadway 60 East 42nd Street 
New York New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 
responsible sources 


H. D. WILLIAMS 


120 Broadway 


New York City |] 


‘-LUGGISH markets, small volume, 
do not impair “the voice of the 
Averages.” They still register com- 
bined judgment of all who trade. 
Traders are helped “in market ‘ap- 
praisals by 


Dow Theory 
Comment 


Annual subscription. ...$40.00 
3-month subscription. ...$12.50 


Write for a recent letter 


ROBERT RHEA 
(Author of “The Dow Theory’) 


Colorado Springs Colorado 
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mopane,” which substantially reduces 
the heat loss through windows and 
prevents frosting in cold weather, 
has been acquired by Libbey-Owens- 
Ford Glass. The product consists of 
two panes of glass so fitted to each 
window sash that it provides a de- 
hydrated air space between and thus 
reduces the flow of heat and cold. 
The device is being applied success- 
fully in solving the problems of air- 
conditioning and is expected to share 
in the expansion of the use of air- 
conditioning equipment for both 
home and large buildings. 


McCall 4 B 

Retention at 26, of long term 
holdings for income still warranted. 
Fulfilling the prediction of some 
gain in earnings (FW, June 27), 
McCall reported the equivalent of 
$1.43 a share for the first half of 
this year, against $1.41 a share in 
the same period of 1933, thus cover- 
ing the half-year dividend require- 
ment by a margin of 40 per cent. 
Operations for the second half of 
the year have gotten off to a good 
start with advertising lineage for 
McCall's for the month of July show- 
ing a gain of 19.3 per cent over the 
same month of last year. The gain 
in the first six months of this year 
was only 6.2 per cent. 


Montgomery Ward 4 c+ 

Prices of around 23 appear fully 
to discount the drought factor, and 
retention is warranted. The new fall 
and winter catalogue of Montgomery 
Ward which is now on the press will 
support the general expectation that 
there will be no great weakening of 
retail prices this fall. Price on all 
major lines of merchandise will re- 
main unchanged from the spring and 
summer catalogue with the few re- 
ductions about offsetting the equally 
few mark-ups. Recent weakness in 
the price of the stock has been due 
largely to the drought scare rather 
than to any actual decline in sales 
and earnings. Sales figures for July, 
which will be available this week are 
expected to show a fair gain as com- 
pared with the same month a year 
ago and should go far in quieting 
some of the fears that the drought 
has as yet seriously impaired 
revenues, 


National Dairy Products 4 c+ 

Avoidance of the shares (now at 
16), as previously advised (FW, Apr. 
4), still warranted. The publication 
of earnings for the first six months, 
showing 59 cents a share, against 77 
cents a share in the first half of 
1933, followed the announcement 
that dollar volume for the period 
had shown a 17 per cent increase. 
The decline in earnings in the face 
of a gain in sales was due to in- 
creased costs for labor and materials 


under the.NRA which cut profit 
margin to 2.8 cents per dollar of 
sales as compared with 4.3 cents in 
the first half of last year. The milk 
division continues as the sore spot 
in the industry with profits prac- 
tically nil. Until such time as prices 
for bottled milk can be raised to a 
point where a reasonable profit can 
be made, there is not much hope of 
large earnings for the dairy prod- 
ucts companies. 


National Lead 4 B+ 

The common is not out of line with 
longer term prospects for earnings 
and retention at current levels, 
around 147, is counseled. Net sales 
in the first six months were 68 per 
cent higher, with earnings of $4.06 
per share comparing with $2.82 in 
1933. Financial position is strong. 
Further progress largely depends 
upon a revival of construction indus- 
try, which should become an ac- 
tuality with a return of private 
confidence. 


National Distillers 4 Cc 

Representation in the common 
should be deferred until the credit 
situation is clarified. Recent price, 
18. Operating income declined 65 
per cent in the June quarter as com- 
pared with the first three months, 
but a tax credit and the fact that a 
deduction of $500,000 was made as 
a provision for contingencies in the 
March quarter, helped net income to 
compare more favorably. However, 
sales have probably been augmented 
by the distribution of aged whiskeys, 
which the company is aggressively 
advertising, and once these stocks 
are depleted, blended products must 
be substituted. 


Plymouth Oil 4 Cc 
The common ¢s considered less at- 
tractive than the better integrated 
units in the industry, and a transfer 
from the shares at 9 is advised. 
Earnings in the second quarter were 
down moderately, with 18 cents a 
share shown, as compared with 21 
cents in the first three months and a 
deficit last year. Efforts are being 
made to increase crude reserves, but 
until a greater success can be 
achieved the company appears to face 
the problem of crude oil supplies. 


Purity Bakeries 4 c+ 

Continued avoidance, even around 
10, still advised. As Purity Bakeries 
has not earned its $1 annual dividend 
since 1931, each successive dividend 
meeting of the directors has been 
preceded by rumors of a reduction. 
The meeting on August 7 has pro- 
voked similar reports of an impend- 
ing cut, but this time there appears 
to be cause for concern. Earnings 
this year are running at the lowest 
levels of the depression and the 


THE FINANCIAL WORLD 


( 
I 


prety 
( 
| 
7 | | 
| 
} 
| 
} 
| 
| 
i] 
| 
| 
| 
1] 


stock is affording a yield of 10 per 
cent. But during the past several 
months the bread bakers have been 
in pretty much the position of the 
grist in a mill, ground on the one 
side by the efforts to keep wheat 
and flour prices up and on the other 
to keep bread prices down. 


Shattuck 4 c+ 

Moderate holdings of the common 
at 7 need not be disturbed. While 
profit margins are affected by higher 
costs, sales of Schrafft’s restaurants 
have held well, and the company has 
not been burdened by high-cost 
leases. Earnings in the second quar- 
ter of 4 cents a share were but half 
the results of the first three months, 
but the showing was fairly good. 
Satisfactory earnings depend, how- 
ever, upon successfully increasing 
the prices of restaurant items, 


Timken Bearing “ (Key No. 19) B 

Unattractive for yield, but one of 
the better situated of the automotive 
equipments, Continued improvement 
in earnings which has been in eyi- 
dence since a year ago has renewed 
hopes of another dividend increase 
for Timken Roller Bearing. Only 
three months ago directors increased 
the rate to $1 from 60 cents pre- 
viously and as the $1 payment was 
practically earned in the first six 
months it is believed that another 
increase could be considered at the 
August 7 meeting. 


Underwood 4 (Key No. 20) B+ 

Unattractive for yield at 42, but 
continues to offer possibilities for 
long term holding. As the increase 
in the dividend of Underwood-Elliott- 


Fisher to a $1.50 annual basis in 
June was more than justified by the 
$1.95 a share earnings for the half- 
year, against 31 cents a share in the 
same period of 1933, the manage- 
ment could well afford to vote an- 
other increase at their meeting on 
August 10. The company has given 
strong evidence that it is resuming 
its earnings stride and with the 
profit margin in the office equipment 
business substantially improved by 
the elimination of price cutting, 
earnings for the full year at close 
to $4 a share are at least possible. 


U. S. Rubber 4 ¢ 


Continued avoidance at 12, ad- 
vised. The half-year statement (due 
this week) should show the first 
profit since 1929. Earnings of 
around $3 millions are expected, 
which would compare with a loss of 
$3.4. millions in the first half of last 
year. With $71 millions in bonds 
and $65 millions in first preferred 
stock ahead of the 1,464,371 shares 
of no par common stock, it is ob- 
vious the common is rather far re- 
moved from dividends. 


Warren Bros. 4 Cc 

More attractive situations than 
the common, at 6, are available. 
Although the company stands to 
benefit from state and local road 
building financed by the Federal 
Government, all is not well with re- 
lations between company and the 
present régime in Cuba. Warren 
Brothers owns some $11 millions in 
Cuban bonds, but reports that there 
were irregularities in the contract 
have rendered the company’s chances 
of collecting on the debt rather 
doubtful. 


Why Low Priced Common Stocks 
Are Low 


HERE seems to be some con- 

fusion in the mind of the aver- 
age investor as to why certain issues 
sell in the low priced category. The 
opinion is usually advanced that 
such issues are uniformly highly 
speculative in character due to lack 
of earnings or weak financial posi- 
tion of the issuing company. In 
the majority of cases this is true but 
there are a few instances where this 
explanation does not apply. These 
special situations keep company 
with the “penny” stocks due in 
great measure to the large number 
of shares outstanding. An example 
is the financially strong Common- 
wealth & Southern Corporation 
whose common stock is quoted below 
$2 per share on the New York 
Stock Exchange. The company is 
showing earnings available for its 
common stock at the present time. 
At December 31, 1933, consolidated 
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working capital amounted to $35.4 
millions and the company itself had 
cash and time deposits of $15.2 mil- 
lions. Why, then, can its common 
stock be purchased for less than $2 
per share? The answer lies in the 
33,673,328 shares outstanding in the 
hands of the public. If the common 
capitalization stood at, let us say, 
5,000,000 shares, the stock would 
be entitled to sell above $10 per 
share. The same holds true for 
Cities Service which has 37,777,594 
shares of common stock outstanding. 
Shares of other companies whose 
association with the low priced group 
is explained in part by the large 
number of shares outstanding in- 
clude Pennroad, 9,090,000 shares; 
Niagara Hudson Power, 8,738,135 
shares; United Corporation, 14,- 
530,000; Transamerica, 23,682,000; 
Packard Motors, 15,000,000; Radio, 
13,131,000 shares, 


WY 


A; 


the 


tides of economic change 
from the safe vantage of 
an Annuity Income. 


It is definite, guaran- 
teed and unfluctuating 
in amount as long as you 
live. 

Interested? Write for 
our booklet. 


Sag 
Lire INSURANCE COMPANY 
or 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 


Please send me booklet, ‘"You Can 
Have an Income as Long as You Live.’’ 


DO NEXT 


Ever since the July 1933 de- 
cline, many investors have 
doubted the presence of a 
genuine Bull Market. 


“DANGER AHEAD” 
was our warning on Friday, 
July 20. Now how far can 
stocks go down without in- 
validating the Bull Market? 
Shall you throw up the 
sponge and abandon stocks 
to the tax-gatherers and the 
dust? 

Or is this present decline 
nothing but a smoke: screen 
to obscure the sun of rising 
prices just over the hill? 
FREE COPY YOURS 


Simply mail request now for 
BULLETIN AA3431 


The TILLMAN SURVEY 
24 Fenway 


What Do? 


Our weekly bulletin ‘“‘Market Action” tells you 
When to Buy and When to Sell leading active 
stocks. Free sample copy on request, or— 


Send $1 for 4 Weeks’ Trial 


WETSE Market Bureau, Inc. 


624A Empire State Bidg., N.Y. 
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WEEKLY RECORD OF EARNINGS 


EARNED PER SHARE 
ON COMMON STOCK: 


12 Months to June 30 
1934 1933 


American Water Works & El....... $1.38 $1.04 
Baldwin Locomotive Works........ n nil 
Brooklyn Union Gas.............. 5.58 6.49 
Cleveland Electric Illuminating. ° 1.59 1.68 
Consolidated Gas of N. Y......... 2.57 3.68 
Lehigh Coal & Navigation......... 0.94 0.52 
Niagara Hudson Power............ 0.75 0.68 
North American Co.............. 1.08 1.08 
Pacific ares... 2.27 2.94 
Peoples Gas Light & Coke........ . 1.96 4.28 
Procter & Gamble............... 2.09 1.52 
United Gas Improvement......... ‘ 1.22 1.28 
6 Months to June 30 

Affiliated Products .............. 0.29 0.62 
1.33 nil 
American Bank Note..........-.. nil nil 
American-La France & Fomite..... nil nil 
American Rolling Mill........... 1.14 nil 
American Ship & Commerce........ nil nil 
American Zinc Lead & Smelting.... p2.28 p1.s0 
Bendix Aviation ...........-.... 0.72 0.26 
0.08 nil 
ch a2.69 a2.47 
nil nil 
nil nil 
Chicago Pneumatic Tool..........- pl.06 nil 
Clark Equipment ......... wm 0.75 nil 
Colgate-Palmolive-Pect ........... 0.84 0.01 
Commercial Credit ........ we 1.72 0.16 
Consolidated Gas of 2.25 1.98 
Continental Oi] (Del.).......... 0.50 nil 
nil nil 
0.62 0.19 
Crown Cork & Seal.............. 1.59 0.74 
Dresser Manufacturing .......... a0.34 a0.06 
Eastern Rolling Mill............. nil ni 
5.20 0.03 
Federal Screw Works ............ nil nil 
General American Transportation. ... 1.24 1.15 
General Motors .......... on 1.51 1.01 
General Outdocr Advertising nil nil 
Gillette Safety Razor............ 0.60 0.73 
Houdaille-Hershey .............. b0.64 nil 
International Silver ............ po.28 nil 
Illinois Bell Prelephone 1.65 2.93 
2.69 nil 
Kelsey-Hayes Wheel ............. c0.80 nil 
Lehn & Fink Products............ 0.74 0.77 
Long-Bel] Lumber ,............. nil nil 
McKeesport Tin Plate............ 2.78 2.39 
1.59 0.98 
aa 0.30 nil 
National Distillers Products... - 2.87 0.23 
1.96 0.84 
nil p0.20 
Ss nil nil 
0.37 nil 
Revere Copper & Brass........... 0.32 nil 
nil nil 
0.43 nil 
Thompson Products .............. 1.57 0.50 
United American Bosch. 0.47 nil 
United-Carr Fastener ............ 1.21 0.26 
U. &. Industrial 0.90 0.80 
nil nil 
Warner-Quinlan ......... ee nil nil 
Warren Foundry & Pipe nil 0.04 
Westvaco Chlorine Products. 0.83 0.43 
Westinghouse Air Brake........... 0.01 nil 
Westinghouse Electric & Mfg....... nil nil 
West Virginia Coal & Coke........ 0.27 nil 
Yellow Truck & Coach............ pl.81 nil 
Youngstown Sheet & Tube...... $s nil nil 
12 Months to May 31 

General 3.56 4.12 
Lane Bryant 1.25 nil 
27 Weeks to July 7 

Ward nil p1.27 


@ on class A stock. b on class B stock: p on preferred stock. 
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“Big 


Steel” Profits in 


the Second Quarter 


Myron C. Taylor, chairman of U. S. Steel, outlines 
plans for plant modernizaticn and betterments 


ITH operations averaging 48 

per cent of capacity compared 
with 29 per cent in the first quarter 
and 274 per cent in the second quar- 
ter of 1933, 
United States 
Steel Corpora- 
tion was able to 
offset higher 
labor and other 
costs in the re- 
cent June quar- 
ter and report 
the first balance 
of net earnings 
on its preferred 
stock since the 
September quar- 
ter of 1931. 
After book- 
keeping deduc- 
tions of $12.5 millions and all other 
charges there was a balance for the 
preferred stock of $5.4 millions, 
equal to $1.49 per share, compared 
with a deficit of $7 millions in the 
first quarter and a deficit of $8.6 
millions in the second quarter of last 
year. 

Due to the general wage increases 
which went into effect on April 1 the 
aggregate second quarter payrolls 
were increased by some $5.2 mil- 
lions, an amount approximately 
equal to the net earnings of the 
period. The second quarter payroll 
of $65.1 millions was about 95 per 
cent greater than that of the 1933 
June quarter, most of the difference 


Myron C. Taylor 


being due, of course, to the greater 
number of men and hours employed 
at the higher rate of operations. 
Chairman Myron C. Taylor, speak- 
ing about the preferred dividend, 
said that “In view of the fact that 
dividend payments on the preferred 
stock have for nearly three years 
been taken from undivided surplus, 
and the present reduced demand for 
steel products, it was deemed ad- 
visable to make no change in the 
quarterly rate of 50 cents per share 
which has been paid for the past 
year and three-quarters.” This pay- 
ment on August 30 will leave ac- 
cumulated arrearage on the 7 per 
cent preferred of $8.75 per share. 
Mr. Taylor also stated that due to 


. the small amounts expended in the 


past three years for modernization 
and betterment of plants, there was 
now considerable work of this char- 
acter that must be done to increase 
efficiency and meet the requirements 
of the trade. 

Steel prices in the current quar- 
ter will average somewhat higher 
than in the second quarter and may 
offset the increased labor costs re- 
ferred to above. Nevertheless, the 
probable decline in operations of at 
least 25 per cent clearly forecasts 
a third quarter drop in earnings, 
which together with the plant ex- 
penditures contemplated suggests 
that any increase in preferred divi- 
dend disbursements is unlikely this 
year. 


Saturation Point for Governments ? 


NE of the most important eco- 

nomic questions of the day cen- 
ters in the commercial banks’ heavy 
holdings of U. S. Government obli- 
gations. The member banks of the 
Federal Reserve System now hold 
Government securities to a_ total 
more than $1.5 billion in excess of 
the figure of a year ago. The Ad- 
ministration’s program is certain to 
involve further heavy borrowing in 
the current fiscal year and probably 
the next, and some conservative 
economists are expressing grave 
doubts over the propriety of the 
banks continuing to finance the Gov- 
ernment’s deficit. 

Relatively few have expressed any 
fears as to the ability of the Gov- 
ernment to obtain the needed funds, 
which must come mainly from finan- 
cial institutions unless much higher 
interest rates are to be paid. Com- 
mercial demand continues slack, and 


the banks are glad tc employ their 
funds even at very low rates. How- 
ever, the percentage of total bank 
assets represented by the holdings 
of Governments is extraordinarily 
high, and the concentration in this 
one type of bank asset cannot con- 
tinue indefinitely. In this connec- 
tion, the reduction in the amount of 
bids for the recent offerings of 
Treasury discount bills is of inter- 
est. These offerings, which appear 
almost every week, formerly at- 
tracted heavy oversubscriptions. Re 
cently the amount of bids has been 
falling off and last week’s offering 
of $75 millions brought bids of only 
$115.5 millions. While this prob- 
ably does not presage any material 
increase in the Treasury’s interest 
costs on intermediate and long term 
borrowing, it may be an indication 
of an increase in the extremely low 
rates which have prevailed. 
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The Commodity Situation 


TREND OF COMMODITY PRICES 


MOODY'S DAILY COMMODITY INDEX .-. DECEMBER 31, 193) = 100 
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OMMODITY price movements 

continue mixed, with the agri- 
cultural staples of domestic origin 
leading in activity and in ability to 
consolidate and hold their recent 
gains. Although the July 1 highs 
for the year have not been regained 
wheat has held pretty well around 
and above the dollar level for both 
old and new crop, while the more 
rapid advance in corn has carried it 
into new high ground. Cotton also 
recovered to approximately the high- 
est prices for the year following 
reports of rapid deterioration in 
parts of the southwest, and indica- 
tions that the crop may fall below 
the 9.5 million bale yield commented 
upon last week as the most important 
factor justifying an approach to the 
14-cent level. Sugar, coffee, silver 
and rubber were other commodities 
in which the price trend was rather 
definitely upward. Prospects for a 
favorable trade treaty with Cuba 
combined with disconcerting advices 
regarding the extent of drought 
damage to the western beet sugar 
crop improved sentiment towards 
sugar prices and stimulated pur- 
chasing. Stocks of silver in licensed 
depositaries are steadily decreasing, 
standing at the end of July at a new 
low of 53 million ounces. Activity 
in the white metal is greatly in ex- 
cess of the predictions made when 
the silver legislation was still under 
discussion in the Congress. 


ATURALLY, all commodities 

were upset by the Austrian 
situation, which followed so closely 
on the anti-Nazi “liquidation” in 
Germany, but the effect was not uni- 
form. Nor was it as spectacular in 
any staple market as in the security 
lists. There were counter influences in 
many commodities which largely off- 
set the news from Europe and helped 
to muffle the sound of the war-drums 
which were so enthusiastically beaten 
in other market circles. Or, it well 
may be, the commodity groups more 
accurately set the flashes down as 
heat lightning rather than as the 
vanguard of a storm. 


OTTON encountered some diffi- 
culty in keeping even later 
months around the 13-cent level 
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* European disturbances 
have only passing effect on 
most commodities and practically 
none on agricultural staples of 
domestic origin. . . . Corn and 
cotton at high levels for 1934, 
with wheat regaining its forward 
stride as more accurate appraisals 
of drought ravages are possible. 
. . « Silver stocks at new low. 


during the last half of July, but with 
the transition into August prices 
again strengthened and moved up 
one-half cent a pound to the 134 
area, This progress, which virtually 
reestablished the earlier tops, was 
accomplished in the face of selling 
believed to have represented mainly 
hedging against the new crop. Re- 
ceipts of new cotton have been rela- 
tively light, but this is scarcely to be 
considered evidence either that the 
crop is maturing later than normally 
or that the early pickings are scanty. 
The general opinion is that it re- 
flects the slow passage of cotton 
through the ginning machinery set 
up under the Bankhead act, and that 
until the stiffness wears away the 
into-sight figures will continue to 
suggest a smaller crop prospect than 
will be recorded eventually. There 
is little doubt now, however, that 
the crop itself is not going to force 
a test of the penalty provisions of 
the Bankhead law. 


RELIMINARY cotton consump- 

tion figures for the year ended 
July 31 indicate a total disappear- 
ance of American growths of 13,- 
564,000 bales against 14,405,000 in 
the preceding year and 12,506,000 in 
the prior year. The carryover is 
indicated as 10.8 million bales, a drop 
of about 950 thousand bales in con- 
trast with the carryover on August 
1 last year. The record is held by 
1932 which had a carryover of 13,- 
228,000. Of this year’s carryover 
about 3.2 million bales are held 
abroad as against approximately 3.7 
million a year ago, 


HEAT, corn and oats attracted 

a rush of buying orders just 
about the time the security markets 
were reacting to Europe’s political 
temblors, the demand being in re- 
sponse to private crop forecasts 
indicating a total wheat yield of 
no more than 475 million bushels 
against the government’s July in- 
dication of 484 million. These 
figures coincided with the release in 
Washington of the government 
survey of the world drought situa- 
tion which finds bread and feed grain 
crops the world over have suffered 
severely from adverse weather, 


DIVIDEND 


PAYERS 
UNDER 14 


1. The drastic market decline 
brings certain well situated 
stocks down into a buying 


range. Attractive both on 
the basis of yield and appre- 
ciation possibilities. 

The stocks we have selected 
are dividend payers of lead- 
ing companies in their re- 
spective fields — Earnings 
outlook promising — Indica- 
tions point to full coverage 
of present dividends. 
Described in this week’s 
Market Index . . . Obtain 
your copy FREE. 


NO OBLIGATION 


4c 


WINCHESTER 
INSTITUTE of FINANCE 


LAURENCE S. WINCHESTER, Paes. 


WINCHESTER MASS. 


GRAIN TRADERS 


Year in and year out more money is made 
by experienced grain traders in the months 
of August, September and October than in 
any other three-month period. This is 
due to the fact that bull markets which 
start in July frequently reach levels_in 
August that are far too high to hold. The 
declines from the peak prices in August, 
due to general public participation in the 
market, frequently over-extend themselves 
on the down side before the middle of 
November. The clever trader can_ catch 
these swings and take large profits on 
both the up and down side. 


We shall be glad to send you our two bul- 
letins of July 30—one from Mason City, 
Illinois, and one printed in Edmonton, 
Canada, and our special bulletin of August 
6 on receipt of $1 in currency, or three- 
cent United States or Canadian stamps. 


AINSWORTH'S FINANCIAL SERVICE 
Box 605 Mason City, Illinois 


Which Stocks Are a 
Buy Now 


Write for this 
report—gratis 


Babson’s 
Reports 


and the famous 


Div. 4-48, Babson Park, Mass. 
New Rise 
Starting? 


Send for FREE Bulletin FWA-4 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 
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Dividends Declared 


Regular 
Pe- Pay- Hidrs. of 
Company Rate riod able Record 
M Sept. 1 Aug. 15 
ate 75e Q Oct. 1 Sept. 12 
Am. Home Prods............... M Sept. 1 Aug. 14 
Atlantic Macaroni Co., Inc... .... $1 Q Aug. 1 Aug. 1 
Bandini Petroleum.............. M Aug. 20 July 31 
(N.Y.). .75¢ Q 4 4 
pt. 
Sept. 1 Aug. 15 
Q Oct. 1 Sept. 14 
75 Q Oct. 1 Sept. 14 
Calif. Pac. T. & T. (S. 
Canadian Hydro-Elec., Ltd., pi$1.50 8 Sept. 1 Aug. 1 
W.) Co., pf... Q Aug. 10 July 31 
Coast Breweries, Ltd........... “4 Q Aug. 1 July 20 
Trust Shares of 
50c .. Sept.15 Aug. 10 
Yonsol Paper pf.............. 17%c Q Oct. 1 Sept. 21 
Emp.G.&E.6%pl.......... $1.50 8 Sept. 1 July 31 
European Elec. Corp., Ltd., A... .1 ise Aug. 15 Aug 2 
ug. ug. 
Firestone T. & R. pf........... $1.50 8 Sept. 1 Aug. 15 
Franklin Mutual Fd............ $1 S Aug. 2 July 25 
ug. 
Gas Securities pi : M 1 July 14 
Greyhound 7% pf........ Q Oct. 1 Sept. 21 
t. 
Hope Webbing Co............... -- Aug. 1 July 27 
Indus. & Pwr. Secur... ........ 15c Sept. 1 Aug. 15 
Keokuk Electric Co. 6% pi. . $1.50 Aug. 15 Aug. 10 
Kroger Groc. & Bak. 6% Ist pf. 2 § Oct. 1 Sept. 20 
Nov. 1 19 
Et) D July 30 June 30 
$2.96 .. July 30 June 30 
$1.68 .. July 30 June 30 
| er .. July 30 June 30 
.. July 30 June 30 
.. July 30 June 30 
ercan Stores ne. 
Q Aug. 15 July 31 
N.Y. Steam Corp.............. .. Sept. 1 Aug. 15 
_ $1.25 Q Sept.29 Sept. 14 
$1.75 8 Sept.15 Aug. 31 
$1.50 Nov. 1 Oct. 19 
Nova Scotia Light & Pow. Co., 
pt. ug. 1 
Site .. Sept. 1 Aug. 2 
Pa. State eg pusisaeel $1.75 Q Sept. 1 Aug. 20 
pt. 1 July 
Sept. 1 July 27 
ogg pf., 3130 Q Sept. Aug. 15 
Sept.15 Aug. 20 
Sylvania 25¢ Sept.15 Sept. 5 
Tus . Y. Bank Shres., — 
S Aug. 10 July 31 
pt. ug. 
U.S. Playing Card.......... 25¢ Q Oct. 1 Sept. 20 
§ $1.50 3 Sept. 20 Aug. 31 
Western Cartridge Co. 6% pf... 3 50 Aug. 20 Aug. 1 
Westvaco Chl. Prod............ Q Sept. 1 Aug. 15 
Williamsport Water $6 pf...... $1.50 Q Sept. 1 Aug. 20 
Extra 
G. ..25e .. Sept. 1 Aug. 7 
U.S. Playing Card............. 25e .. Oct. 1 Sept. 20 
Caterpillar Tractor... . ...25¢ .. Aug. 31 Aug. 15 
Kroger Groc.@ Bak... 40e Q Sept. 1. Aug. 10 
Pioneer Gold Mines of British sr oe 
Southern Pipe Line............. l5c .. Sept. 1 Aug. 15 
Reduced 
‘ pt. 
Greyhound Cor. 71% pl, A : 
Prod. Sept. 1 Aug. 15 
Irregular 
U.S. Steel pf. icuaceeee Aug. 30 Aug. 2 
Stock 
Mich. Cooperage............... 5% Aug. 31 Aug. 15 
Accumulated 
ot. MER $1.75 .. Sept. 1 Aug. 15 
Greyho pe) al 7% pl.,A....$1.75 .. Aug. 1 July 26 
Mich Aug. 1 July 21 
7% ist pf.874ce .. Sept. 1 i. 15 
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he Bond Market 


TREND OF THE BOND AVERAGES 


Average 
| 


70 


| 


J 


XCEPT for U. S. Governments, which continued a trend toward some- 
what lower prices, the bond market registered some good gains last 
week, after recovering from the effects of early softness in the second 


grade rails. 


TVA’s Offer for Knoxville Bonds 


T WILL be interesting to observe 

the response of holders of Ten- 
nessee Public Service Company first 
and refunding 5s to the offer of the 
Tennessee Valley Authority to pur- 
chase these bonds at a price of 96} 
per cent of the face value. The 
bonds have recently been traded in 
heavy volume on the New York 
Curb Exchange at prices 2 to 3 
points below the TVA’s offer. This 
discrepancy is due to the fact that 
the TVA, under the terms of the 
agreement, is not obligated to com- 
plete the transaction unless a mini- 
mum of 90 per cent of the outstand- 
ing bonds are deposited with the 
Guaranty Trust Company of New 
York in assent to the offer. While 
90 per cent is a rather large ratio, 
it seems likely that the requisite 
number of assents will be obtained. 
The alternative to success of this 
plan is a “fight to the finish” with 
a municipal plant which would be 
built by the City of Knoxville to 
compete with the existing facilities. 
Since a municipal plant would be 
heavily subsidized, it would prob- 
ably engage in rate cutting which 
would be ruinous to the private 
company. It was mainly fear of 
such competition which sent Ten- 
nessee Public Service 5s down to a 
low of 44 this year when the pos- 
sibility of an agreement of sale of 
the private facilities to the TVA 
seemed remote. The subsequent rise 
in the market price was the result 
of the agreement on terms between 
the utility company and the TVA 
after months of haggling. The of- 
fer of 964 matches the price at 
which the bonds were sold to the 
public in 1930. This does not, of 
course, mean that the debt will be 
fully discharged, but it should make 
the original purchasers, as well as 
most of the second hand holders, 
reasonably well satisfied with the 
outcome of their investments. The 
bonds have sold below the original 
offering price during most of the 
period since issuance. Deposits in 
assent to the plan should be made 
by August 21. 


Status of New B.-M. T. Issue 


OND circles are wondering 

whether or not the disagreement 
in respect to the status of the $8 
millions Brooklyn-Manhattan Tran- 
sit bonds recently sold without reg- 
istration in New York State will re- 
sult in the first major test case 
under the Securities Act of 1933. 
These bonds were sold orally in 
New York State only, thus making 
registration unnecessary, since no 
instrument of interstate commerce 
was employed. Now that the bonds 
have been listed on the New York 
Stock Exchange, the situation has 
been altered. Bonds have been sold 
to non-residents of New York State, 
and the head of the securities divi- 
sion of the Federal Trade Commis- 
sion has written a letter to the 
counsel for the Exchange stating 
that ultimate distribution of the 
bonds to investors outside of New 
York State would raise questions as 
to violation of the Securities Act. 
The case will be followed with in- 
terest by investment dealers and 
others. In the meantime, the other 
securities of the B.-M. T., notably 
the 6s of 1968, appear attractive 
for medium grade investment. 


Erie 5s 


HE recent slump in the market 

for second grade railroad bonds 
has given investors an opportunity 
to purchase promising issues at 
prices well below the 1934 highs. 
While the decline was caused in 
part by the publicity given to in- 
creasing costs of the rail carriers, 
as well as to general market con- 
ditions, there are a number of 
medium grade and semi-speculative 
rail bonds whose position appears 
reasonably secure, and whose cur- 
rent prices offer yields which seem 
to give adequate compensation for 
the risks represented. Among these 
are Erie refunding and improve- 
ment 5s, selling to offer a current 
yield of about 7.35 per cent. The 
Erie covered fixed charges by a 
small margin last year and should 
do better in 1934 despite increased 
costs. 
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A Sound Debenture for Income 


The selection of American Rolling Mill debenture 5s, 
1938, for both income and an opportunity for profit 
through the conversion feature. 


HE earnings improvement which 

the leading steel companies have 
reported in the second quarter and 
the prospects for further gains after 
the seasonal recession has run its 
course have greatly strengthened the 
position of second grade issues of 
the better units. One of the more 
attractive bonds in this category is 
the debenture 5s of American Roll- 
ing Mill, which at the recent price 
of 89 yield 6.18 per cent to maturity 
and 5.60 per annum. 

Reflecting the greater activities 
of the automobile, refrigerator and 
other industries which are large con- 
sumers of steel sheets, net earnings 
of American Rolling Mill in the sec- 
ond quarter, after all charges includ- 
ing interest, were 2.7 times those of 
the March quarter. Gross sales are 
not reported, but are believed to have 
held up well during June contrary to 
earlier predictions. Net for the six 
months was in the black for the first 
time since 1930, with earnings of $2 
millions comparing with $1.6 mil- 
lion in the like period of. that year. 
Since annual interest requirements 
are but $2.1 millions, earnings can 
show a slightly greater than seasonal 
decline this quarter and still permit 
the company to cover fixed charges 
by a fairly wide margin. 


It is unlikely that the results for 
the third quarter will be as dismal 
as is feared. While the operating 
rate will undoubtedly be lower as 
customers are fairly well stocked 
with inventory, higher prices will 
partly offset the lower rate, and in- 
quiries for future orders are fairly 
good. With a pick-up in general in- 
dustrial activity in the early fall 
months, Armco should be one of the 
more important beneficiaries. 

There are $23.5 millions of the 
debenture 5s outstanding, and the 
issue is callable at 1034 to January 
1, 1935 and thereafter on a decreas- 
ing scale of { of 1 per cent per 
annum. A sinking fund of $375,000 
semi-annually will retire a substan- 
tial portion of the issue by maturity. 
The conversion of the 1938 issue into 
common stock will also reduce funded 
debt outstanding. The company’s 
competitive position is sound and 
almost all of the leading steel units 
are licensed to use the Armco process 
for the continuous rolling of steel 
sheets. Royalties from this patent 
will increase with greater activity in 
the industry. The debenture 5s are 
well seasoned and while not of the 
highest grade, appear distinctly at- 
tractive at current levels on the New 
York Curb Exchange, 


A Good Yield from 
Illinois Central L. L. Ctfs. 


N important part of the main 
line system of the Illinois Cen- 
tral is embraced in the 1,500 miles 
of road of the Chicago, St. Louis & 
New Orleans Railroad which includes 
the main routes from East Cairo, 
Ky. to New Orleans, La. and from 
Louisville, Ky. to Memphis, Tenn. 
These properties are operated under 
a lease terminating in the year 2,282 
at a rental which provides a return 
of 4 per cent per annum on the $10 
millions par value of Chicago, St. 
Louis & New Orleans capital stock 
of $100 par value. Of this capital 
stock, $10,300 par value is held un- 
pledged in the treasury of the Illinois 
Central Railroad, and the remaining 
$9,989,700 par value is deposited in 
trust as collateral for an equal 
amount of Illinois Central Leased 
Line stock issued against it on which 
the 4 per cent dividend is guaranteed 
by the Illinois Central. 
This guarantee is worth as much 
to the investment status of the 


Leased Line stock as the general 
credit standing of the system, and 
this factor alone would seem to 
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justify a lower yield basis for the 
certificates than the 74 per cent in- 
dicated by recent quotations of 53 
on the New York Stock Exchange. 
The dividend is payable semi-an- 
nually January and July 1, and upon 
default for 60 days holders are 
entitled to secure possession of the 
original stock pledged. The income 
on this is the rental under the lease 
and constitutes an operating charge 
of the Illinois Central which takes 
precedence over fixed charges on 
general creditor liens. 

The Illinois Central appears to be 
facing no insurmountable obstacles 
although a part of its territory and 
traffic may be moderately affected by 
the drought. By far its most im- 
portant item of freight traffic is bitu- 
minous coal, with petroleum products 
a poor second and only 18 per cent 
of traffic contributed by products of 
agriculture and animals. The Leased 
Line certificates offer an unusually 
attractive return in view of the com- 
paratively well protected position of 
their dividends, although they can- 
not be classed as prime grade, 


CRASH 
TO PANIC LEVELS SOON? 
E VERY investor now wonders if he should 

hold his stocks for higher prices, or get 


out now in anticipation of a sharp drop to 
substantially lower levels. 


Admittedly, this is an important question. To 
know the correct answer is to possess infor- 
mation worth thousands of dollars. Many in- 
vestment counsellors and so-called experts do 
not commit themselves on this question be- 
cause they do not know the answer. They hem 
and hedge—tell you to hold for the “long pull.” 
That kind of advice does not satisfy intelli- 
gent men and women. 

Simply send us your name and address and we 
will give you our answer to this question in a 
straightforward manner. We may be wrong 
this time, but our advice has been surprisingly 
accurate during the past year. At least, it 
costs nothing to obtain copies of our current 
Stock Market Bulletins. There is no charge— 
no obligation. Just address: 


INVESTORS RESEARCH BUREAU, Inc: 
Div. 581, Chimes Bldg., Syracuse, N. Y. 


A TIMELY BOOK! 


“Trading Profits in Low- 


Priced Stocks” 
By Arthur Rolland—64 pages....... $1.00. 


(Author of “Trading Profits Through Charts”) 


Can greater profits be made in low- 
priced stocks than from similar com- 
mitments in higher priced stocks? 
Read Arthur Rolland’s answer and 
reasons in this 64-page book (paper 
covers). Price $1.00 postpaid. The 
publisher’s supply is exhausted and 
we have only 58 copies of this in- 
formative little book on hand. Order 
quickly to avoid disappointment. 
Send check or money order—or a 
dollar bill with order. 


BOOK DEPARTMENT 


THE FINANCIAL WORLD 
53 Park Place, New York, N. Y. 


DIVIDENDS 


ComMMon DivibEND 
No. 98 


A quarterly dividend of forty cents 
(40¢) per share has been declared 
on the outstanding common stock of 
this Company, payable September 1, 
1934, to stockholders of record at the 
close of business August 15, 1934. 
Checks will be mailed. 


The Borden Company 
E. L. NoetzeL, Treasurer. 


MONTHLY INCOME 
SHARES, INC. 


70 Wall Street, New York 


July 28, 1934 
The Board of Directors this day declared the 
regular monthly dividend of le. per share on 
the Class A stock of the corporation, payable 
July 30, 1934, to stockholders of record July 28, 
1934. A semi-annual dividend of lc. per share 
was paid July 16, 1934 to stockholders of record 

as olf June JO, 1934. 
M. A. COBB, Treasurer. 


THE ELECTRIC STORAGE BATTERY 
COMPANY 
Allegheny Avenue and 19th Street 
Philadelphia, July 20th, 1934. 
The Directors have declared from the Accumulated Sur- 
plus of the Company a quarterly dividend. of Fifty Cents 
($.50) per share on the Common Stock and the Preferred 
Stock, payable October Ist, 1934, to stockholders of 
record of both of these classes of stock at the close of 
business on September 10th, 1934. Checks will be mailed 


WALTER G. HENDERSON, Treasurer. 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
which we believe are of interest to our sub- 
scribers. Upon request, and without obliga- 
tion, any of the literature listed below will be 
sent free direct from the houses by whom issued. 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


Please print each request on a separate 
sheet together with name and address. 


FOR PARTICULAR PIPE SMOKERS—A handsome and un- 
usual booklet published by the American branch of a famous 
old English establishment, internationally noted for the high 
excellence of their products. It tells most fascinatingly the 
history of the unique materials from which their pipes are 
made; nearly five dozen pipes are illustrated in actual size. 
Also included are descriptions of their famous pipe tobacco 
mixtures along with photographs of cases, cleaners, pouches 
and carbon cutters. 

REPRESENTATIVE COMMON STOCKS AS LONG TERM 
INVESTMENTS—A tabulation of the record of 50 companies 
over varying periods of time. Made available to interested 
investors by a New York Stock Exchange house. 

INVESTING AND TRADING UNDER THE NEW SECURI- 
TIES EXCHANGE ACT—Possible effects of the new Securi- 
ties Exchange Act from the standpoint of the trader and 
investor are summarized in this pamphlet. 

TRADING METHODS—A 24-page booklet issued by a New 
York Stock Exchange house, containing a brief explanation 
of the different operations pertaining to stock market trading. 

HOW TO ANALYZE COMMON STOCKS—A most concise 
method for determining the bottom for stock prices is fully 
described in a recently published booklet. All of the essen- 
tials of price setting are boiled down to four simple rules. 

MAKING MONEY IN STOCKS—A straightforward, compre- 
hensive treatise on sound methods to pursue in the purchase 
and sale of listed securities. 

ANSWERING AN IMPORTANT QUESTION—If you really 
want to know what life insurance and annuities can do for 
you, you'll appreciate the simple, untechnical answer in a 
new booklet issued by one of the largest insurance compa- 
nies in America. 

ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advan- 
tages for both the small and large investors dealing in odd lots. 

WEEKLY FORECASTS—Based on the United Opinion of 
Recognized Business and Economic Authorities, and giving 
definite sel:iing and buying advice on leading stocks. 

BROKERAGE SERVICE TO INVESTOR AND TRADER—A 
well-known New York Stock Exchange firm has prepared this 
informative folder. 

STATISTICAL ADVICE ON GRAIN FUTURES, COTTON, 
STOCKS AND BONDS—Thoroughly covered in the bulletins 
issued by a middle western service. These bulletins should 
be of great interest to every grain trader. 

ANNUITIES EXPLAINED—One of the largest life insurance 
companies has issued a new booklet which describes in simple 
language the different kinds of annuities issued by it. Ex- 


amples are included which indicate how these various forms” 


of guaranteed life incomes meet the needs of men and women 
in all walks of life 

DOW THEORY COMMENT—Provides a sound appraisal of the 
market's trend—no tips. Subscribed to by many of the coun- 
try’s most experienced traders. A recent letter will be sent 
gratis. 

FROM $8,000 to $250,000,000—One of America’s oldest utility 
groups has issued a booklet of 48 pages, in which is presented 
a description of the history and development of this prosper- 
ous corporation that came into existence in 1886 with assets 
of $8,000 working capital and that now has assets of over 
$250,000,000. Investors will find much of interest and value 
in this booklet. 

RADIO GUARANTEEING WORLD-WIDE RECEPTION—A 
set enabling you to receive broadcasts from Europe, the 
Orient, Australia, in fact most anywhere you choose, direct. 
Superb on domestic broadcasts, too. Costs no more than 
many less efficient models of ordinary receivers. 

$6, 000 TO $600,000 IN A LIFETIME—By a continuous ap- 
plication of fundamental principles it has been possible in 
an Investment Lifetime to accomplish such a growth in 
capital without borrowing. Compiled in the largest statistical] 
community in America. 

5,436-WORD INVESTING AND TRADING PAMPHLET— 
Which tells how to protect your capital and accelerate its 
growth, and intelligently covers, from the technical viewpoint, 
the important questions when to buy and when to sell. 

POINTING THE WAY TO MARKET PROFITS—New 60-page 
brochure, just off the press, has been prepared with the pur- 
pose of supplying the average investor and trader with a 
comprehensive and clear-cut understanding of a highly en- 
lightening course of instruction. 

MARKET INDEX—A weekly bulletin covering general reflec- 
tions on factors which will influence a turn in the market. 
Separate comments on the Washington Influence and Business 
oer Signals. Also, definite recommendations of low-priced 
stocks. 
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WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


1933 
4 WEEKLY TRADE INDICATORS “July 2 on “? 21 July 29 
*Crude Oil Production (bbis.)........ 2,547,350 2,592,800 2,697,850 
Electric Power Output (000 K.W.H.) 1,683, Ho 1,663,771 1,661,504 
tSteel Output (% of capacity)....... ‘ 26 27.7% 57% 
tAutomobile Production (U.S. A).... 59, 65, 829 64,425 


{Commodity Price Index......... 76.2 76.3 68.6 
—— 1934 1933 
July 21. July 14 July 22 
§Bank Clearings New York City...... $3,007 23,231 
§Bank Clearings Outside of N. Y. C.. 1,969 1,922 1,929 
Total car loadings (number of cars) . 614,864 602,778 656,380 
Bituminous Coal Production (tons) . 982,000 989,000 1,203,000 
Financial World Index of Indus- 
56.4 56.7 63.6 


*Daily Average. +As of beginning of following week. jfCram 
Report. §000,000 Omitted. {Journal of Commerce. 


4 FEDERAL RESERVE REPORTS MEMBER BANKS 


1934 1933 
(000,000 omitted) July 25 July 18 July 26 
Deposits—New York Cit $7,591 7,593 $6,300 
Deposits—Outside New City .. 10,961 10,967 9,394 
Loans on Securities—N.Y.C....... 1,690 1,718 1,790 
Loans on Sec.—Outside N. ¥. _ Se 1,803 1,804 1,999 
*Investment—New York City....... 1,125 1,134 1,069 
*Investments—Outside N. Y.C...... 1,994 1,975 1,915 
Total loans and discounts........... 7,938 7,961 8,561 
Total commercial loans............. 4,445 4,439 4,772 
Total net demand deposits.......... 12,755 12,697 10,598 
Total time deposite................ 4,501 4,510 4,538 
Total brokers’ loans............... 1,008 1,031 894 
4 RESERVE SYSTEM 

Federal Reserve System gold ratio. .. 69.9% 69.7% 68.5% 
N.Y. Federal Reserve Bank ratio... . 71.2% 71.0% 60.0% 
Total Money in Circulation......... $5,291 $5,328 $5,314 


*Other than U. S. Govt. Securities. 


4 FOREIGN EXCHANGE 4 COMMODITY PRICES 
1934 1933 1934 1933 
Par Jan. 30 Jan. 31 July 31 Aug. 1 
$s. England. . $5.03 44 $4.43 Copper (Ib.). .$0.09 $0.09 
1.69 Can. Dollar. 101.72 92.50 Cotton (Ib.) . .1315 .1004 
63c France...... 6.59% 5.23 Gold (0z.)....35.00...... 
8:37 7.03 Iron (ton)... . 20.26 17.34 
84 Belgium*.... 23.45 18.65 Rubber (Ib.)..  .1462 
40.33 Germany.... 38.74 31.85 Silver (0z.)... .46% -27 
84.40 Japan....... 29.87 26.94 Sugar (Ib.)... .0470 
20.25 Brazilt...... 8.50 8.50 '§Wheat (bu.).. 1.024% 97% 


*Belga. tNominal. §May futures. 


4 WEEKLY CAR LOADINTS 


Freight car loadings indicate current sectional business conditions. 
Loadings from the 15th to the 15th generally indicate earnings for the 
current month, 

Weekended Same 


% July 14 week Change 

Eastern District 1934 1933 % 
Chesapeake & Ohio............... 28.663 
Delaware & Hudson.............. 10,566 11,307 -—7 
Lackawanna & Western. . 14.167 14,572 3 
Norfoik 20,096 24,229 
New York, New Haven & Hartford. 19.805 23,469 —16 
New York Central................ 79.778 95.145 —16 
New York, Chicago & St. Louis... .. 11.381 13.423 —15 

We 7,716 7,651 + 1 
Southern District 
Atlantic Coast Line............... 10,470 11,282 -7 
24.663 26,919 8 
Louisville & Nashville............. 18,752 22,730 —18 
Seaboard Air Line................ 8,872 9,746 - 9 
Southern Ry. System............. 28,155 32,594 —14 
Northwest District 
Chicago & Great Western.......... 4,491 5,019 —11 
Chi., Milw., St. Paul & Pacific...... 24,079 25.435 -— 5 
Chicago & North Western......... 31,760 34,310 -—-7 
17.386 12.898 +35 
Central West District 
Atchison, Topeka & Santa Fe...... 27,042 24.482 +10 
Chicago, Burlington & Quincy.. . 21,288 22,091 -— 4 
Chicago. Rock Island & Pacific. . 16.590 19,907 -17 
Chicago & Eastern Illinois. ...... 3.914 4,602 —15 
Denver & Rio Grande Western. .... 3.678 3,024 +22 
Southern Pacific System........... 32.170 26,083 +23 
ee 18.115 18,056 + 1 
3,902 2,436 +60 
Southwestern District 
Kansas City Southern............. 2,874 2,727 + 5 
Missouri-Kansas-Texas 7,382 6.845 + 8 
Missouri Pacific. . : 20,985 22,194 - 5 
St. Louis-San Francisco. .. 10,890 10.740 + 1 
St. Louis-Southwestern 3.446 4,203 —18 


(Compiled from American Railway Association figures) 
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